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Members of the United States Congress, from the 

bottom of my heart I thank you for this high honor 
you have accorded me by inviting me to speak to the great 
American Nation through its Congress. I come here on 
behalf of the Filipino people, your best friends in Asia, who 
live in the faith that the heart of this great American Nation 
has for them a soft spot. I speak for 23 million Filipinos who 
renew the vow that we stand by this great Nation, the United 
States of America, as long as her leadership of the free world 
continues to be nobly dedicated to the supreme cause of world 
freedom and peace. 

In pledging help to the friends of freedom everywhere to 
achieve their own security and well-being, the United States, 
through President Eisenhower, said, “Recognizing economic 
health as an indispensable basis of military strength and the 
free world’s peace, you shall strive to foster everywhere and 
to practice yourselves policies that encourage productivity 
and profitable trade.” On this state visit of mine to your grand 
country, thanks to the hospitality of your great President and 
people, I hope to avail myself of the magnificent opportunity 
to exchange with you renewed pledges of Philippine-American 
solidarity on the basis of equality, mutuality of interest, and 
identity of ideals. This is also an opportunity to reiterate the 
resolve that we, the Filipino people, within the limits of our 
capabilities, will assume our just burden in the common 
defense of freedom and in the common pursuit of peace. 

Twelve years ago, on July 4, 1946, you granted us the 
precious boon for which we had longed and fought through 
almost four centuries: our independence. You gave it not 
by compulsion, but by a voluntary sovereign act. You gave it 
as free men and as champions of freedom and in just recogni- 
tion of the fact that we deserved it, and were willing to 
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assume its tremendous responsibilities. With our cities and 
provinces buried at the time under the ruin and rubble of 
the world’s most devastating war, with the national economic 
structure wrecked by 4 years of ruthless enemy occupation, 
with our industries despoiled and destroyed, and our agriculture 
neglected, we nevertheless gladly accepted the responsibilities 
of independent nationhood. We then believed as we still do, 
that with freedom and independence as our instrumentality and 
with the courage and determination of our people as our 
inspiration, we could build again what had been destroyed, 
we could restore what had been lost, and we could establish 
a regime of justice, liberty and democracy. 

We in the Philippines like to believe that in our 12 years 
of independent national existence, we have proved to the 
world that we have not betrayed America’s trust and con- 
fidence. We like to believe that we have shown that your 50 
years of arduous and altruistic effort to help us prepare for 
our independence were neither fruitless nor wasted. We like 
to believe that the thousands of American soldiers who fought 
with us in Bataan, Corregidor, Leyte, and other hallowed 
places did not fight or die in vain. We like to believe that 
the financial assistance you have given for our country’s 
reconstruction and rehabilitation after the war bespoke the 
gratitude of the American Nation to the Filipinos who were 
confronted with the double task of building the foundations 
of the Philippine Republic and at the same time rebuilding 
what had been destroyed during a war fought for a common 
cause. We think that in 12 years we have, with your assistance 
and inspiration, successfully completed the task of recon- 
struction and restoration. 

Now as we start a new chapter in the unending work of 
Nation-building we face another great challenge, namely, the 
building of a national economy capable of affording down to 
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the humblest citizen of a democratic Philippines economic 
well-being, social security, and stability. We are determined 
to succeed in this task. Only then shall we be able to establish 
the validity of our claim in Asia that the product of 50 years 
of Philippine-American collaboration is a democracy that offers 
to its people the reality of a free and abundant life. We shall 
have proved that freedom means the building up of human 
dignity, that democracy means more productivity on the farm 
and in the factory and more harmony and contentment in the 
home; that liberty means the utilization of our national re- 
sources and the full employment of our manpower for the 
enrichment of our lives and the winning of peace and con- 
tentment. By our success in this endeavor, we hope to be able 
to demonstrate to the world that not communism, but 
democracy, which stimulates productivity of the mind, the 
heart, and the hand, is the answer to the needs of the hungry 
and the prayers of the oppressed in Asia. That democracy, 
which is founded upon the eternal verities, is the answer to 
the spiritual wants of 1 billion Asians, as it is the answer to 
the material wants of more than half of mankind. 

In this great task we ask for your understanding, your en- 
couragement and your assistance—not your charity. We need 
your faith. We seek from you the strength to make our country 
an effective force for democracy in Asia. The historic role 
of the United States in Asia, in my humble view, is far from 
completed. It is true that by the grant of Philippine inde- 
pendence you have started a libertarian cycle of far-reaching 
consequences, resulting in the independence of other Asian 
countries, like India, Burma, Ceylon, Indonesia, and lately, 
Malaya. And I would add that this cycle, which has rolled on 
irressistibly into Africa, will not be completed until every 
nation of the world shall have become free and independent. 

Nevertheless, may I be permitted to suggest that the logic 
of events and the dynamics of history will not permit the 
United States of America, the recognized leader of the free 
world, to stop there. She led triumphantly the forces of 
freedom in two world wars. She gave the best of her gallant 
youth to redeem the cause of liberty, held captive in the hands 
of the oppressor. She has given billions of dollars of her sub- 
stance to help break down the ramparts of poverty, ignorance, 
and disease, and to clear the way for a better world. But 
when these battles have been won, destiny yet calls on 
America to continue leading the forces of freedom and democ- 
racy in the battle for a universal peace founded upon justice, 
liberty and economic security. The last war taught us to 
reject isolationism as a national policy. It E pey us to 
accept the principle of the fundamental unity of the human 
race—the brotherhood of man. The peace and freedom of 
Asia, where one-half of humanity lives, is therefore unavoid- 
ably the concern of the free world of which the United States 
of America is the acknowledged leader. Asia must therefore 
be won for democracy. She must be won for peace. To that 
end, Asia should be helped to develop a political, economic 
and social climate in which freedom and peace can flourish. 
Asia, the birthplace of the greatest religions of the earth, 
must not be allowed by the folly of passive indifference to fall 
under the control of a godless ideology. Asia, with her thirst 
for capital and modern technology must be won to the con- 
viction that democracy can lead her out of the depths of 
poverty to the heights of fulfillment. She must be convinced 
that the democratic ideology which contains the eternal truths 
preached by Christ and other great ray re leaders, prophets 
and poets is, in modern times, the ideology that can best 
satisfy her deep spiritual longings. 

In the fields of commerce, industry, agriculture, art, and 
science, the Asians should be led to the conviction, not by 
words but by deeds, that human dignity and human freedom 
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are the highest interests of democracy everywhere; that democ- 
racy is the sworn foe of oppression, intolerance, social in- 
justice and economic security everywhere; and that democ- 
racy stands squarely on the principle that the state was created 
for man and not man for the state. These being the very 
principles upon which American democracy stands, it is 
difficult to conceive that her leadership coupled with under- 
standing and helpful and imaginative policies, should fail to 
win the heart of 1 billion Asians whose deepest longings are 
freedom from want, freedom from fear, freedom to grow and 
develop in peace, and freedom to lift themselves up from 
abasement of the body and spirit. 

The Filipinos happen to have a culture that is an amalgam 
of the best in the Asian, Latin, and Anglo-American cultures. 
It is the only country in southeast Asia where the overwhelm- 
ing majority of the people profess the Christian faith. By 
geography and racial affinity we are of the East, and by culture 
we are of the West. Our jurisprudence is a confluence of 
Asian, Latin, and Anglo-American jurisprudences. The greatest 
of our writers wrote in Spanish, Tagalog, and other vernacu- 
lars, and the modern ones in English. Thus, the breadth and 
depth of our culture, its varied and multilateral quality, permits 
us to claim, without being immodest, a fair understanding of 
both the East and the West and to become a bridge of under- 
standing between the two. This is a role which we would be 
happy to perform in the higher interests of the free world 
and in the service of world peace. 

No one, therefore, should underestimate the tremendous 
impact upon the Asian peoples of the Philippines’ success in 
establishing among its people a real, substantial, and effective 
democracy as envisaged by Jefferson and Lincoln, and by our 
own Rizal and Mabini. On the other hand, no one should 
discount the possibility that the failure of democracy in the 
Philippines might prove to be a fatal setback to the expanding 
frontiers of democracy in Asia. 

If you will bear with me for a while, may I be allowed to 
present to you in bold strokes a picture of the political and 
economic conditions in my country. The 23 million Filipinos 
are closely and affectionately attached to you in warm friend- 
ship, for you have lived with us for more than half a century 
and have left imperishable influences on our history, politics, 
economics, and culture. We fought side by side with you when 
the fortunes of war were at the lowest ebb, and ever after. We 
never wavered in loyalty, not even under the fire and sword 
of a ruthless enemy. Our veterans who survived after risking 
their all have unflinching faith that America will always re- 
member their devotion and they are confident that Congress 
will ever be mindful of their interests. While Bataan and 
Corregidor were fought by armies, the Philippine resistance 
movement was fought by the masses of our people. During our 
association of nearly half a century, you inspired our people 
with the immortal principles of your Declaration of Independ- 
ence, You gave us both the letter and the spirit of your Consti- 
tution. The political thinking and practices of our people bear 
the deep imprint of American political institutions a usages, 
Our democratic way of life has been enriched and vitalized 
by your own. Thus, when under the dynamic leadership of 
President Magsaysay, we quelled the Communist-inspired Huk 
rebellion and outlawed communism in the Philippines under 
a law signed by me last year, we acted under the inspiration of 
our spirit of 1896 not less than under your spirit of 1776. 

The English language is the official language of the Philip- 
= and will so rem2in indefinitely. It is one of the cultural 

nds that bind our country to America and to the English- 


speaking world. American culture has cut a deep swath in our 
own. Even now, the English-language newspapers in the Philip- 
pines continue to be the favorite newspapers of Filipino 
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readers. Side by side with the development of the indigenous 
culture, we appreciate more and more American art and litera- 
ture. Your cultural legacy now forms part of the soul of the 
Philippine nation. 

The economic bond between our two countries is equally 
important. The biggest market for our foreign trade is the 
United States to which we sell 52 percent of our exports and 
from which we buy 55 percent of our imports. The Philippines 
occupies the 11th rank among the foreign markets for Ameri- 
can products. Your total investments in the Philippines amount 
to $250 million and are thus the biggest foreign investment 
in the Philippines. Under the so-called parity amendment to 
Our constitution, Americans enjoy the same rights as Fili- 
pinos to develop the natural resources of the country and to 
establish public utilities. We have not given this privilege to 
any Other foreigner. No other country in the world has given it 
to you. For that reason, the biggest power companies and min- 
ing companies in the Philippines up to now are American- 
owned, American investors come in slowly, but they keep 
coming. American capital and Philippine labor have harmoni- 
ous relations. Both our elite and our labor force come from 
21 universities, 352 colleges, and 31,000 public and private 
schools in all of which the democratic ideology is accepted and 
communism rejected by free choice. 

So, I venture to submit my considered view that long after 
government-to-government treaties are made and unmade, 
long after agreements are emptied of meaning, long after 
covenants expire, this people-to-people relation between 
Filipinos and Americans will endure through the surging cen- 
turies of time. These, ladies and gentlemen, are some of the 
priceless, intangible stakes in our wedded national destinies. 

I said awhile ago that our task of reconstruction and restor- 
ation is over. We have accomplished that with generous Ameri- 
can aid. But now we are starting the more difficult task of 
building a national economy that will afford the humblest 
citizen of the country a fair share of the comforts and conven- 
iences of modern civilized life, a fair assurance of continuous 
employment of our manpower, and a fair measure of economic 
security and stability for all. Our natural resources in land, 
mines, forests, marine and hydroelectric power potential are 
vast and the greatest part of them are yet untapped. Our po- 
tential production of rubber, cotton, rice, corn and other cer- 
eals, and minerals is unlimited. Our actual production of copra, 
hemp, and sugar is limited only by the demand of the world 
market. Some of the world’s biggest deposits of nickel, iron, 
copper, and other minerals are found in the Philippines. We 
are hopeful that some day the tremendous efforts of exploration 
for oil conducted by American companies will yield the ex- 
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pected results. These, in short, are the vast potentialities of 
my country. 

But I must be frank with you and say that our economic 
situation leaves much to be desired. We are far from our 
economic goals. To exploit the vast natural resources I have 
referred to, we lack the capital and in certain cases, the know- 
how. Our balance of payments in our international trade has 
been unfavorable in the postwar years. It is true that we have 
increased our exports from $263.4 millions in 1947 to $428.9 
millions in 1957. But our imports have increased faster, from 
$511.1 millions in 1947 to $614.6 millions in 1957. It is 
also true that from 1953 up to the present, pursuant to our in- 
dustrialization program, we have established with very little 
foreign borrowing more than 800 new industries. But we are 
encountering difficulties in providing the dollar requirements 
of these new industries in machinery, spare parts and raw 
materials which have to be imported. This has strained our 
international reserves. We have extensive irrigation projects 
to bolster our food production. We have also big harbor im- 
provement projects, especially for Manila, to provide port 
facilities for a growing foreign and domestic trade. We have 
power development projects to cope with the rapidly ex- 
panding industrialization program in the Manila area, Visayas 
and Mindanao. But principally, we want to realize thereby our 
ambitious but necessary program of rural electrification by 
which we hope to stimulate home and cottage industries in 
the rural areas; bring to our countryside the blessings of news- 
papers, movies, radio and television and other modern urban 
conveniences and facilities; improve the living standards of 
our rural folk, and brighten up their social and economic out- 
look. But these can no longer be financed with our own re- 
sources alone. To finance these development projects, we there- 
fore need foreign capital and credit. 

These are some of the urgent economic problems we 
have in our country. So much of our working capital has been 
invested in the building of the projects and industries we have 
so far undertaken that refinancing has become imperative. We 
have progressed halfway toward our objective; we cannot turn 
back. We need strength to take us to the legitimate goal which 
we believe we can reach with the assistance of our friends. 

Lastly, may I express a parting thought as a tribute to this 
great American nation by borrowing the words of one of its 
greatest Presidents, Franklin Delano Roosevelt. He said: 

The state of this Nation is good—the heart of this Nation 
is sound—the spirit of this Nation is strong—the faith of 
this Nation is eternal. 

The Philippines, your loyal friend and ally, appeals to that 
heart, to that spirit, and to that faith of this Nation. 


oe e @ 
Voices of Warning To America 
PROGRAMS FOR CONTINENTAL SOLIDARITY ARE URGENT 
By EZEQUIEL PADILLA, Mexican Statesman 


Delivered before the Linen Supply Association Clinic, Mexico City, Mexico, May 9, 1958 


Y APPRECIATION TO YOU for this cordial recep- 
tion with which you honor me. I wish to take this 
opportunity to repeat some calls of alarm that are 

heard throughout the Hemisphere. 

We live in an era of profound and radical changes af- 
fecting all forms of thought and the way of life. The United 
States and the Soviet Union have achieved apocalyptic destruc- 
tive might and, as a consequence, the thought prevails that the 
Great Powers may have to commit suicide to demonstrate 


that they are great powers. This consideration leaves the haven, 
precarious as it may be, of hope for a peaceful settlement in 
the world. 

But we might say that our generation can find no rest. 
While we have no fear of an imminent war, the graceful ex- 
pression, “what we have most to fear is the explosion of Peace”, 
now takes on a substantial meaning. In fact, the fear of losing 
the Peace alarms all peoples as much, for its decisive conse- 
quences, as the fear of losing the war. 
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This situation has caused the world to divide and organize 
itself in large economic sectors. An impressive example is the 
European Union just created: on January the first of this year 
at the Roman Capitolio, France, Western Germany, Italy, 
Belgium, Holland and Luxemburg initiated a new historical 
epoch. They have organized an Economic Union with a com- 
mon market, a Customs Union eliminating restrictions to 
commerce. These Nations so united have taken up the gi- 
gantic enterprise of developing atomic energy for industrial 
purposes and that of setting up and financing scientific experi- 
mental laboratories. These six Nations acting separately would 
be like dry leaves in the storm that shakes our contemporary 
world. United they now constitute a force in the making that 
can shortly become an astounding experiment in History. 

The productive capacity of this Union will be 57 million 
tons of steel, as compared to 21 million tons produced by the 
United Kingdom, 49 by the Soviet Union and 104 by the 
United States. In world-wide exchange of goods, the European 
Economic Union represents 37 billion Dollars, as against the 
Soviet Union with 7, the United Kingdom with 19 and the 
United States with 17. 

The Union will strive likewise for a common monetary 
system and the free flow of capital and workers. Its population 
with proven constructive power in these six Nations, looking to 
Africa for raw materials, is 220 million inhabitants, a popula- 
tion larger than that of the United States and even of the 
Soviet Union. 

Even taking in mind that this common market represents 
added strength for the free world, some economists in the 
United States are studying, not without alarm, this formidable 
European event. And if to this we add the serious threat of 
production in the Soviet Union as soon as it is in full swing 
for peaceful purposes we shall have to look back with actual 
concern upon what takes place in our own American Continent. 
If we review the scene in the Americas, we must admit that 
our Hemisphere has lost its leadership. Roosevelt in his time 
was able to face Stalin, during the Yalta Conference with our 
example of complete solidarity in this our American Continent. 
But now not only have we forgotten our common defense as it 
prevailed in the last war, but we live under complete economic 
anarchy. The Continent is on the way of disintegrating into 
regional fragments. We must welcome present efforts towards 
a common Latin American market; but allow me to state that 
such an idea excluding the United States is more theoretical 
than practical. Capital and credit constitute the dynamic 
factors of economic expansion, and of both Latin America 
is lacking. We must beware, on the other hand, of the machin- 
ations of the Soviet Union to divide us. Our Polar Star, our ulti- 
mate aim must be continental economic integration. We have 
all the ingredients to forge it, particularly if we recognize that 
interdependence of people is an ever present reality in the 
minds of all true Statesmen. 

There is no economic doctrine or conception farther from 
reality than the medieval doctrine of self-sufficiency and isola- 
tionism. Material resources, knowledge, capital, technical ex- 
perience, power, manpower, inventions, scientific discoveries, 
are contributions going back and forth in the active tidal 
wave Of human cooperation. 

But this cooperation demands clear and well defined duties: 
For the United States to do their part, it must be ever present 
in their mind that Latin America in all reason and justice de- 
mands equitable and fair treatment. Cotton, coffee, wheat, 
metals, are not only so much merchandise, but denominators of 
human welfare. Trade in these products not only has a bearing 
on the abstract manifestations of markets but, what is more 
important, upon the living reality of well-being and happiness 
by the hearth of the home. All peoples feel the urgent necessity 
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of industrializing by using to the maximum all their material 
resources in combination with human resources, technology, 
capital and credit. 

Inter-American exports and imports added together amount 
to over eight billion Dollars a year. But in this interchange 
workers in the United States enjoy a standard of living at 
least ten times higher than Latin American workers. The 
fundamental cause of this tremendous inequality as well as of 
the heart-rending condition of the people in that part of 
America, is essentially the lack in abundant proportions of 
capital investments, credit, factories to increase working op- 
portunities and wages and, thus, public welfare. Only Canada 
may compare with the United States as to living standards, 
and it is well that we recall the following statistics: United 
States invesments in Latin America, whose population is over 
170 million, is eight and a half billion Dollars, of which 700 
million are in Mexico, whereas Canada with only 15 million 
inhabitants, less than half the population of Mexico, has 
absorbed eleven billion Dollars in investments, which is more 
than the investment in all 20 Latin American Republics put 
together. And it is worthwhile stating that such a tremendous 
investment has not curtailed, not even harmed in the least 
the sovereignty of the marvelous Canadian people. 

Investments must have as their purpose to complement our 
economies, not to clash with them and, above all, investments 
must strengthen banking credit and thus enable Mexicans to 
develop their own initiative through fair rates of interest, not 
those of usury. 

Allow me to submit to your consideration an impressive fact 
which might apply in general to all Latin America: There are 
at the present time one billion hectares under cultivation 
throughout the world, in other words, two and a half billion 
acres, approximately. One acre per living soul. The alarming 
increase of our population in Mexico indicates that by 1970 
we shall have 45 million inhabitants. We Mexicans are culti- 
vating only five per cent of our territory, ten million hectares. 
As per this calculation, it means that such acreage can ade- 
quately support only 25 million people. 

Unless we are to maintain a population more and more 
hungry and desperate, by 1970 it is imperative that we put to 
cultivation ten million additional hectares, which means that 
just for this we require an investment of 50 billion Pesos, 
4 billion Dollars, plus fabulous sums in credits, fertilizers, 
machinery, factories, etc. Agriculture, education, transporta- 
tion, irrigation, industrialization, struggling against erosion 
that mortally threatens us, all our problems become the huge 
problem of Capital and Credit. We must insist upon these 
realities to the point of saturation of all minds throughout 
America. Our gigantic problems must have gigantic solutions. 
We have enough and formidable enough economic planning 
but, is it not a sad destiny for any Nation to be limited to 
formulating economic plans without finding the necessary 
capital to carry them out? We already have permanent un- 
employment in our country, as shown by the hundreds of 
thousands of workers who have to go out of our nation in 
search of work. How are we to solve the problem of the 
surplus of two hundred thousand young men who by the 
population growth will be thrown every year into the un- 
certainties of our economy, demanding the right to work? 

The United States, in turn, need the great and powerful 
markets in the Americas, which Soviet maneuvering already is 
trying to wrest from them. Such markets will be kept and 
enhanced by the United States only on the basis of fair play 
and reciprocal benefits. What the United States and Latin 
America need in these crucial hours is the fire of conviction. 
History never forgives those leaders who do not have their 
feet on the ground; that do not confront with valour and 
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vision the realities that surround us. Of these realities, one we 
must Cultivate to the utmost: The propitious climate of our 
Inter-American friendship, that is, the friendship among all 
our peoples, from Canada and the United States all the way 
down to Chile and Argentina. 

There is a growing concern in the United States over 
Communism, and they are right, for it is a conspiracy that will 
not rest until it is destroyed or it achieves its purposes. Let 
us have ever present in our minds this illuminating truth: 
Some of the power of Communism lies in that what its doc- 
trine proposes to destroy must be destroyed: injustice in the 
world. But Communism is an impostor, because the awful, 
terrible means that are used are conducive only to an inferno 
of terror and the subjugation of mankind. 

The destruction of injustice by means of Liberty is the 
strength of Democracy. A crusade of the evidence, therefore, is 
needed, to demonstrate that what Communism claims to 
achieve by terror, free people attain through cooperation, fra- 
ternal action and respect for the rights of Man. Our Americas 
are the stage on which we are to give a resplendent demonstra- 
tion of the strength of Democracy. We must trust that Mr. 
Nixon's trip, the United States Vice-President, whose serenity 
and courage deserve our warmest tribute of admiration, will be 
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a confirmation of the communist danger; but at the same time, 
it will reveal the urgency of converting into action the pro- 
grams of true continental solidarity. President Eisenhower's 
recent action against an increase in duties on zinc, lead and 
copper imports, is the kind of message our Continent needs 
and expects. 

Never in this world have the forces of Good and Evil 
engaged in a struggle of such magnitude. Our duty is to make 
the forces of Good prevail. A New Power until recently un- 
known has appeared in our contemporary world: Universal 
Conscience. We have it confirmed that each and every time 
international outrage attempts like the spectre of Banquo to 
return from darkness, the moral Conscience of the world im- 
mediately rises in protest. There is, therefore, good reason for 
more confidence in our people. 

Distinguished visitors: May I extend my wishes for a 
pleasant sojourn in Mexico. Become acquainted with as much 
as you can of this friendly Nation; admire and enjoy its 
incomparable beauties, learn of its unlimited opportunities 
and, above all, endeavor to hear the voice of the Mexican 
people earnestly asking that our American peoples unite again 
so that in this somber struggle dividing the world we make the 
powerful forces of Good prevail over the destinies of Mankind! 


Internationalization of Foreign Aid 


THE ANSWER TO THE SOVIET BLOC ECONOMIC OFFENSIVE 


By ROBERT DELSON, Aéstorney; Specialist in International Law and Economic Development, Legal Advisor for several 
Foreign Countries 


Delivered at a Symposium on Foreign Aid and Economic Recession, New Y ork, N. Y., May 3, 1958 


that the Soviet Union is an enigma wrapped in a 
riddle. John Gunther, who has been inside at least 
the riddle, if not the enigma, has shared the following story 
with the select circle of his approximately one million readers, 
which I would like to pass on to you. 
The following conversation takes place between two com- 
rades: 
“I have just written a book.” 
“What about?” 
“Boy meets girl.” 
“Ah, a story!” 
“They fall in love.” 
“A romance!” 
‘They get married and find an apartment.” 
“Ah, a fable!” 
But the very fact that this story may typify the shortage of 
consumer goods in the Soviet Union helps to explain why 
there has been so great a growth in its volume of producers 
goods. The Soviet Union clearly has demonstrated an ability 
to mount the economic and technical assistance offensive in 
which it has been engaged for approximately the past five 
years. 


Yu WILL RECALL that Winston Churchill has said 


ECONOMIC CAPACITY FOR OFFENSIVE 

Since its first Five Year Plan in 1928, the Soviet Union 
has developed with startling speed from a predominantly 
agricultural and industrially underdeveloped nation to the 
second strongest industrial power in the world. As a result 
of its absolute authority to divert the national income into 
forced capital savings, the gross national product of the 
Soviet, which was about 33% of that of the United States 
in 1950, by 1956 has increased to about 40%, and by 1968 


may reach about 50% of U. S. capacity. Even more important, 
annual overall growth of the Soviet economy has been running 
between 6 and 7%, while that of the United States is approxi- 
mately 3%. 

The Soviet Union has another great advantage. It does not, 
at least at this period of its history, suffer from unemployment 
or economic recession. In the first quarter of 1958, Soviet 
industrial production was 11% higher than a year ago, whereas 
in the United States it was 11% lower than a year ago. In 
the same first quarter, the Sino-Soviet bloc has for the first 
time surpassed the United States in steel production. A 
dramatic symbol of this problem is revealed in this statistic: 
steel production in the United States stands at approximately 
45% of our present capacity of 141 million tons per annum. 

The Soviet bloc has used its capacity to launch a three- 
pronged economic offensive consisting first of economic as- 
sistance, second, a rapid increase in trade for both and 
imports between the bloc and other countries, al third, a 
technical assistance program. 


ECONOMIC ASSISTANCE 


From the time of the first Soviet bloc loan to a country 
outside the orbit, in January, 1954, when the Soviet Union 
extended to Afghanistan a loan of $3.5 million for economic 
and technical assistance, to the end of 1957, its total economic 
aid to less developed countries has amounted to $1,574,000,000 
(see statement by C. Douglas Dillon, Deputy Under Secretary 
of State For Economic Affairs, at Hearings before the United 
States Senate Committee on Foreign Relations, p. 295: Part 
1, Review of Foreign Policy 1958). Of this amount, $455 
million was extended to the Near East and Africa, and $637 
million to South and Southeast Asia. The comparative figures 
for the United States and for Sino-Soviet bloc assistance to 
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certain Near Eastern and Asian countries from July 1, 1955 
to February 1, 1958 are as follows: 
Sino -Soviet United States 
Near East and Africa: 
Egypt $235 million 
Syria 194 0 
Turkey 10 $222 million 
Yemen 16 0 


$ 16 million 


Subtotal 

South and Southeast Asia: 
Afghanistan $136 million $ 47 million 
Burma 42 43 
Cambodia $ 22 million $ 96 million 
Ceylon 20 11 
India 295 419 
Indonesia 109 124 
Nepal 13 7 


$455 million $238 million 


Subtotal $637 million $747 million 


SOVIET TRADE PROGRAM 


With respect to the Soviet Trade Program, its activities 
are of particular interest since heretofore the bloc has par- 
ticipated in world trade only in a minor way because of its 
belief in autarchy. In the case of the eastern European satel- 
lites, they had participated in world trade to a marked extent 
prior to Soviet control, so that the expansion of their trade 
is Mot a new departure. The Soviet proceeds by means of 
bilateral agreements, establishing quotas for commodities to 
be exchanged, and arranging for means of payment primarily 
by barter. The number of these agreements had grown from 
49 in 1953 to 147 by the end of 1957. The bloc has increased 
its trade with less developed countries to $1.4 billion in 1956, 
representing an increase of 27% over 1955, and 70% over 
1954. According to Under Secretary Dillon, trade has not yet 
reached the point where dependence on the bloc market has 
become critical, but the capacity of the bloc to create de- 
pendence in selected markets is quite clear. In 1953 the bloc 
accounted for only 12% of Egypt's exports, but in 1954 it 
absorbed 34%, and last year about 46%. The bloc aid programs 
are closely correlated with trade expansion through bilateral 
agreements in view of the credits extended under the aid 
program. The advantage of the Soviet program is that it 
assures the simultaneous growth, at least in principle, although 
not always in practice, of both imports and exports. 

As Mr. Dillon has also pointed out, the Soviet bloc, having 
a gross national product of 280 billion, produces in quantity 
the principal kinds of manufactures, including machinery and 
capital goods, which the less developed countries require for 
their economic development. It is also able to absorb large 
amounts of raw materials and foodstuffs from the rest of the 
world—cotton, wool, hides, rubber, nonferrous metals, oilseed, 
sugar, cocoa, and other products. Its aid programs are so 
devised that there is no long-run economic drain on the bloc 
since it is ultimately paid in imported goods for any credits 
it extends. 

The credits extended by the Soviet Union are on terms 
quite favorable to the recipient countries. They consist pri- 
marily of loans, rather than grants. The rate of interest is 
approximately 242%, with a period of repayment of 12 years, 
and the method of repayment is generally either in goods or 
convertible currencies. 

In contrast, normal United States loans carry substantially 
higher interest rates; the rate charged by the Export-Import 
Bank, as well as the World Bank, is approxiraately 512%. 
However, United States development loans for nonprofit- 
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making projects carry interest at 342%, and repayment may 
cover a period as long as 30 or 40 years. Certain loans from 
the newly established Development Loan Fund may be re- 
payable in local currency. Also, the United States had made 
outright gifts of very substantial amounts for economic and 
technical assistance, and loans in local currency made as part 
of our agricultural surplus disposal program are repayable 
over a period of approximately 40 years, in local currency. 

A striking illustration of one of the Soviet programs is its 
aid to India, where it is supplying equipment and supervision 
for a large steel plant at Bhilai, with a capacity of one million 
tons of ingots, and 750,000 tons of rolled products, scheduled 
for completion by 1959. The Soviet contribution amounts to 
$132 million. This is part of the total aid program of $295 
million. In the case of Indonesia, in February of this year 
that government ratified an aid agreement providing for 
credit by the Soviet Union of $100 million for industrial 
equipment, building materials, resource surveys and assistance 
in the field of atomic energy. 

Soviet aid to Burma has taken a somewhat spectacular 
form. The program envisages the establishment of a technical 
institute, with dormitories capable of accommodating hundreds 
of students. It calls for the construction of a hospital, a hotel, 
a sports center, an exhibition hall, a steel plant, and the 
development of iron-ore resources, metallurgical and machine 
tool industries, agriculture, and housing. The barter program 
is particularly well suited to the psychology of a country such 
as Burma which is unwilling to accept any grant aid, and even 
where it receives a gift, insists on making a gift of equal 
value, generally in the form of rice. 


TECHNICAL ASSISTANCE 
With respect to the technical assistance prozram of the 
Soviet bloc, in the first six months of 1957 it has been ex- 
panded so that more than 2,000 bloc technicians were engaged 
for one month or longer in 19 different countries. Over 2,000 
foreign students and trainees were also studying in bloc 
countries. 


SOVIET BLOC PERFORMANCE 


There is fair evidence that the Soviet bloc is likely to carry 
out its commitments. Its deliveries to date have been rather 


. small, especially since the larger programs have been only 


recently negotiated, such as the one with Indonesia. The one 
substantial undertaking on which there has been substantial 
progress is the steel mill in India. That appears to be meeting 
western standards of engineering and construction. 

It has been variously estimated that Soviet commitments 
will require about 5 to 10 years for implementation. The 
Soviet bloc has also made it a point to select spectacular 
projects which will make a great psychological impact, and 
to start performance almost immediately on execution of the 
agreements. To quote from Willis C. Armstrong, Director, 
Office of the International Resources of the State Department 
(State Department Bulletin, February, 1958, page 205): 

“Furthermore, the Soviet Union moves swiftly. Once it 

has made an agreement with a country to furnish aid, this 

is promptly followed by technical missions, detailed plans, 
teams of experts, presentation of funds or equipment, and 

a prompt initiation of the project. This again produces a 

favorable impression on the country, as evidence of Soviet 

mechanical efficiency.” 


EFFECTIVENESS OF PROGRAMS 


to the effecziveness of the Soviet programs 
with those of the United States, first of all it 


With 
as comp 
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should be noted that our program is still vastly larger. Secondly, 
the bloc attempts to exercise very little control over either 
the projects to be undertaken or the administration thereof. 
It does not require the recipient country to present justification 
for its projects or to explain the relationship thereof to other 
programs. It has no elaborate administrative bodies in re- 
cipient countries, such as the operating missions which we 
establish. The foregoing and other evidence seems to indicate 
quite clearly the political motivation of the Soviet bloc in 
these programs. Also, an overwhelming proportion of Soviet 
aid is given to countries along the geographical frontiers of 
Communist power which cover important entry points for 
both political and economic infiltration, as has been pointed 
out by Barbara Ward. These nations extend from the Middle 
East through Afghanistan, India, on into Southeast Asia. Miss 
Ward has also emphasized that practically all of these coun- 
tries have emerged from western colonial rule only in recent 
years, and the Soviet Union is able to play on anti-colonial 
sentiment by emphasizing the preponderance of the military 
component in a number of our programs in Asia, such as 
those in Formosa and Korea. 

The Soviet has the great advantage of flexibility and speed 
in planning and implementing its programs since its executive 
does not have to obtain the consent of a representative body 
or of public opinion before making its decisions. Thus, while 
our overall program is still substantially greater than that of 
the Soviet, in a number of key countries the amount of capital 
assistance committed by the Soviet bloc already exceeds that 
of the United States. 


THREAT OR PROMISE? 
We come now to the consideration of whether the Soviet 
offensive presents a threat or promise to the recipient nations, 


to the western world, and to the world as a whole. We cannot 
take it for granted that the program is unequivocally a source 
of danger, or if so, that it need necessarily be so. At the Hear- 
ings held by the Senate Committee on Foreign Relations on 
the review of foreign policy last February and March, Senators 
Green and Fulbright refused to take on faith the assertion of 
one of the witnesses that the Soviet bloc programs were 
necessarily pernicious. 

The witness had asserted that the Soviet bloc might ulti- 
mately succeed in isolating the United States from its friends 
and forcing it to live in a neutral world. Senator Green asked 
whether the witness had anything to base this on other than 
his imagination! The witness pointed to the fact that the 
Soviet had succeeded in creating a new image of itself, so that 
in place of a malevolent monolith, some of the recipients now 
see a benevolent friend interested in helping them economic- 
ally. The witness further stated that the underdeveloped 
nations were impressed by the apparent progress of Soviet 
industry, the possibility of filling their desperate need for 
economic development and of selling their raw materials at a 
time when demand had dropped, and in some cases, at a 
premium, as in the case of Egyptian cotton. Furthermore, the 
Soviet was able to make a powerful psychological impact be- 
cause of its effective use of propaganda, including emphasis 
on the favorable terms of credit and the supposed absence of 
strings. 

THE SOVIET STRATEGY 

Professor Rostow of the Massachusetts Institute of Tech- 
nology, testifying at the same Hearings, took the position that 
the economic offensive was part of the fundamental strategy 
of the Soviet Union. In the short run this was designed to 
create costly disruption within the free world, and in the long 
run, to create conditions facilitating the Communist takeover 


of power. 
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In the short run, it threatened the supply of essential raw 
materials of Western Europe, the disruption of the American 
air base structure, and the creation of dissension between the 
United States and Western Europe on the issue of colonialism. 

In the long run, the strategy is to divert the energies of the 
new nations away from the task of economic and social 
modernization into an obsessive concern over real or supposed 
humiliations stemming from colonialism, or over differences 
between Asian nations, as in the case of Kashmir. Thus the 
Soviet seeks to heighten tensions and intensify frustrations so 
that it may exploit them for the ultimate takeover, instead of 
permitting these nations to fulfill their hopes for improved 
standards of living. He pointed particularly to the case of 
India where the party line was to divert attention to colonial- 
ism, foreign investment, and Kashmir, while asserting that 
the government in power was failing to satisfy the needs of 
the people. To them, people such as Nasser and Nehru are 
merely the potential Chiang Kai-sheks who would prepare the 
way for Communist conquest. Professor Rostow illustrated the 
short-term objective of the Soviet bloc by reference to the 
program in Yugoslavia, Egypt, Syria, and Afghanistan, which 
received about three-fourths of Soviet aid outside the Com- 
munist bloc. He pointed to India, Indonesia, Burma and Ceylon 
as countries in which the amount of aid, while sufficient to 
build up a favorable image of Communist intentions, is grossly 
insufficient to supply the foreign exchange requirements for a 
serious economic development. In his view, the Indian steel 
mill cannot make a serious dent in the foreign exchange 
requirements of the Indian Five Year Plan, and the Soviet 
bloc is quite explicitly counting on the failure of the plan. 
They will then be in a position to say that while they 
helped, democracy was simply unequal to the task. His 
conclusion is that there is a systematic total effort—diplo- 
matic, psychological, economic, political, and in a showdown, 
perhaps elements of military action—to exploit the weak- 
ness of the transitional period of development in order to 
clamp Communism down firmly before steady economic 
growth and political stability can emerge in these nations. 
He therefore believes that the central objective of American 
policy in these areas is to use both our military and economic 
strength to focus the local energies and resources on the con- 
structive tasks of building a modern self-sustaining society. He 
rejects the concept of competition with Soviet aid, in favor 
of a positive economic program of our own, sufficient to carry 
out the objectives he suggests. 

His fundamental recommendations are to make available 
resources sufficiently large and with such assurances of con- 
tinuity that the recipient nations can rely with confidence on 
receiving adequate aid over a long period of time. He has 
little doubt that these nations will emerge to maturity. His 
only question is whether they will do so from a totalitarian 
setting with an outlook dominated by the feeling that they 
made their transition without the help of the West, or from 
a democratic setting, with the feeling that the West assisted 
them in their hour of need. 

Rostow thinks that the Soviet leadership is still committed 
to the indefinite extension of its power, and is unwilling to 
enter into a genuine program of achieving a common objective 
of avoiding atomic catastrophe. But he also believes that they 
may change their views if we can demonstrate that we have the 
will and the resources to organize the free world’s military, 
political and economic partnerships so that the seizure of the 
world’s balance of power by the Soviet Union may be ruled 
out. 

Professor Rostow’s conclusion appears to be that we should 
not attempt to discourage the underdeveloped nations from 
accepting Soviet aid, except by explaining the motivation of 
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the program and its possible dangers. He believes that if the 
democratic world mounts a program which meets the need, 
these nations, even the ardently neutral ones, would prefer 
to accept Western aid, and in such circumstances “we could let 
the Soviet economic offensive work for us.” 

Under Secretary Dillon also asserted that in some circum- 
stances, as in the case of India, where the recipient is anti- 
communist and where it has a program of its own, Soviet 
economic aid does not necessarily work against our interests 
or that of the recipients. On the other hand, he believes that 
where the Soviet Union moves in and takes over a whole 
economy, as in the case of Syria, this can lead to economic 
vassalage. In the case of Egypt, he also felt that since its 
economy was much larger than that of Syria, despite the sub- 
stantial size of Soviet credits, it would not be sufficient to 
take over the sconomy of the country, and Egypt may con- 
tinue to maintain strong economic relations with the West. 


RECOMMENDATIONS 


There is little we can do to avoid the utilization of Soviet 
bloc assistance even if we wanted to. But, we can at least 
attempt to diminish its dangers and possibly even to convert 
it into an affirmative contribution to economic development. 

It is my own feeling that while the Soviet program does 
present a danger to the underdeveloped countries, it may be 
possible to minimize, if not to eliminate, the danger if the 
democratic world finally understands the nature of the de- 
velopment problem and adopts a program adequate to its 
solution. 

First of all, we must vastly increase the extent of aid. I 
believe we should adopt the criterion suggested by Millikin 
and Rostow in their excellent study of last year, namely, that 
we make available to every underdeveloped free world country 
as much capital as it can productively use in accordance with 
strict criteria of productivity. While there would be no ceiling 
whatsoever under this proposal, these authors estimated that 
during the next ten years the additional amounts requir 
would be between $2 and $3 billion a year higher than the 
current levels of international capital movement. In order to 
raise this amount, it would be necessary not only for the United 
States to contribute substantially larger amounts, but also for 
the other industrially developed nations to do so. Contribu- 
tions by such nations would also make it more feasible for the 
United States to agree to internationalization of the channels 
of aid which understandably it is reluctant to do as long as it 
contributes the lion's share of the funds. 

It is interesting to note that in the opinion of Miss Ward, 
a fundamental error was made at the time of the establishment 
of the International Bank and the International Monetary 
Fund, which prevented these institutions from achieving their 
objective, namely, to prevent the shortage of capital and dis- 
turbances in trade from impeding the growth of world pros- 
perity. The error then was to make insufficient resources avail- 
able. The error today seems to be a failure even to recognize 
the original reason for the establishment of these institutions. 
and the reason we have failed to do so is not lack of knowledge 
but a paralysis of imagination, a crisis of energy and of will. 

Secondly, we must assure to the underdeveloped nations a 
continuity in our programs which will make possible iong- 
range planning. 

Thirdly, and in my opinion, the basic ingredient in an in- 
ternational aid program, and one which is indispensable to 
face the danger of the Sovie. offensive, is internationalization 
of the channels of aid. Even prior to the Soviet program, there 
were strong reasons why such internationalization was desir- 
able. A multilateral program would make it possible for 
recipient countries to accept aid, even in the form of grants, 
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without feeling that they might thereby be compromising their 
foreign policy. It would also make it possible to apply sound 
criteria in passing upon the feasibility of requests for aid, since 
there would be no basis for implying any political motivation 
for decisions made by an impartial international agency. 
Similarly, the administration of the aid programs could be 
carried out more efficiently and effectively by an international 
agency. 

However, the decisive reason for an international agency to 
make aid available and to administer the aid programs is 
that it creates a possible instrument for meeting the Soviet 
bloc program. If the Soviet is willing to join in such a pro- 
gram, this might avoid the danger of the Soviet offensive or 
in the alternative, its unwillingness would disclose the real 
purposes and dangers of the Soviet program if it were un- 
willing to join in establishing an international agency. I have 
seen many statements deploring the advantages with which the 
Soviet enters into this international competition, but I have 
encountered no new constructive ideas either for meeting this 
danger, or for converting it from a liability into an asset. 

I venture to suggest that the creation of an international 
agency to coordinate and channel all potential assistance to 
underdeveloped nations would inspire their confidence, chal- 
lenge the imagination of the peoples of the world, and make 
possible the beginnings of a cooperative endeavor which might 
serve as a moral equivalent for the cold war, and the basis for 
the relaxation of its tensions. 

It is clear that participation of both the East and the West 
would not be practicable in the absence of previous agreement 
on the criteria for granting assistance. The only alternative 
would be to delegate this power to the agency, and to avoid 
the granting of any veto power to the representatives of the 
participating nations. 

We must frankly admit that it is difficult to predict whether 
the United States or the Soviet Union would be the more re- 
luctant to accept internationalization. In the case of the United 
States, while there is no ulterior motive for such reluctance, 
there is also no sound reason therefor. It is true that even ex- 
perts of a liberal persuasion, such as Millikin and Rostow, have 
concluded that on the whole the proposal is not workable, and 
have instead suggested an international agency to be limited 
to programming and coordination, rather than one which 
would actually supply funds. 

The Soviet is likely to be very reluctant to join in any 
internationalization scheme. In addition to its unwillingness to 
surrender the political advantage of bilateral programs, the 
Soviet bloc would probably also hesitate to submit the pro- 
grams of prospective satellite borrowers to the scrutiny of 
other nations. 

The previous reluctance of the United States to channel a 
major portion of its aid through such an international program 
has led to serious criticism even by friendly nations. This 
reluctance might perhaps yield to the urgency of the need for 
meeting the Soviet aid programs. 

All of these measures can mark at least the beginning of 
the establishment of an international planned economy in 
which it may be possible for all nations of the world to work 
together in a program of mutual aid, rather than of mutual 
extinction. 

Our world is threatened with destruction because the capa- 
city of man for technological innovation has far outstripped 
his ability to create social institutions necessary to control these 
techniques. Is it not high time that our nation should take the 
lead in re-examining our traditional preconceptions and in 
adopting bold innovations which carry at least the hope of 
salvation from catastrophe? 
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London. The Thames was freezing solid all the way 

across. But James, England's first Stuart King, lately 
from Edinburgh, the son of Mary, Queen of Scots, and 
Lord Darnley, was plenty warm. He was having trouble with 
his English Parliament. They were resenting the fact that 
the King wanted to make the laws himself. Furthermore, 
one of the King’s judges was a bit recalcitrant. So James I 
called a meeting of the Privy Council in his chambers at 
Whitehall Palace. He would show them where the sovereign 
power lay! 

It was a heated meeting and in the course of it the King 
rose from his throne and angrily shaking his fist at Sir Ed- 
ward Coke, Chief Justice of the Common Pleas, shouted: 

*The King is above the law. Like unto God, the King 
hath power to create or destroy, make or unmake at his 
pleasure, to give life or send death, to judge all and to 
be judged nor accountable to none. Kings make and un- 
make their subjects; they have power of raising and 
casting down, of life and death and make of their subjects 
like men at the chess, a power to take a Bishop or a 
Knight, and to cry up or down any of their subjects as 
they do their money.” 

“Nay”, replied the doughty and fearless Coke, “The 
common law protecteth the King, and not the King the 
common law. The King is under the law!” 

“A traitorous speech,” thundered the King. 

Thus, on that day, just 350 years ago, the issue of the suprem- 
acy of the law was joined. On that day commenced the long 
struggle between the English people and their Kings to estab- 
lish the principle that Englishmen should be governed by 
established laws and not by the whim or caprice of men in 
high places. It was a contest that shed much blood and cost 
many lives. Before it was over England saw Lord Coke im- 
prisoned in the To\er and one of its Kings murdered. 

Over the centuries the English-speaking people have learned 
and come to appreciate the lesson that only through stable and 
established law can a people be free and attain the greatest 
benefits of civilization. That lesson has yet to be learned in 
many places throughout the world. 

I shall not presume upon your time to delineate the many 
maneuverings that have taken place over the centuries which 
finally culminated in what we are pleased to call “a govern- 
ment of law and not of men.” You are familiar with the story. 
It came sharply into focus in 1780 with the adoption of our 
Federal Constitution, which laid the basis for the freedom, 
liberty, dignity and sanctity of the individual in this great 
country of ours; and ahe principle that sovereignty springs 
from the people and not from the state. From the ashes of 
the theory of the divinity of rulers sprang the doctrine that 
“the common law protecteth the King, and not the King the 
common law.” 

The fundamental purpose of our Constitution was to in- 
sulate the people of this country against the tyranny, despo- 
tism and totalitarianism of the Old World. Many devices, by 
positive inclusion or inescapable implication, were cemented 
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into that sacred document to accomplish that purpose and to 
guarantee its successful operation. Most of those devices were 
aimed at separating the powers of government and preserving 
an equal balance between them. To name some of them: 
differing bases for the selection of members of the upper and 
lower Houses of Congress; the power of the veto in the Ex- 
ecutive; the power of Congress to override a veto; the placing 
of the power of interpretation in the judiciary; the necessity 
for confirmation of executive appointments in Congress. Col- 
lateral features are the great bulwarks of liberty: freedom of 
speech, freedom of the press, and freedom of conscience. Many 
others may be cited. One of the most effective, however, finds 
its inception, not in the language of the Constitution itself, 
but in the course of the political events occurring in the prac- 
tical Operation of our governmental affairs during the past 
century and a half. ] refer to the two-party system. Nothing 
is more effective in curbing the inherent evils of government 
than the functioning of a strong minority group. It is not 
necessary to elaborate upon this. We see it every day in the 
running history of our political affairs. A major political party 
goes into power. With zeal and enthusiasm it assumes the 
reins of government and commences to assert its power. Im- 
mediately, the complexion of the ruling party is reflected in 
the personnel of the executive and administrative offices. Be- 
cause of the frailties of human nature and because entrenched 
power eventually and inevitably tends to become corrupt 
mistakes are made. Nothing is so active and so quick to detect 
and lay bare for public scrutiny these abberations of conduct 
as the watchful and jealous eyes of “His Majesty's Loyal Op- 
position.” Ruthless criticism, protected by privilege, and piti- 
less publicity, coupled with freedom of speech, tend to guar- 
antee to the people their security against encroachment and 
corruption. Efficient and honest government is rewarded by 
continuance in power, but as surely laxity and dishonesty are 
punished by overturn. Thus it goes on from day to day. The 
tide comes in and the tide goes out. 

In 1928 the Republican Party gained its surest hold on the 
Nation in many years. Abruptly, in 1932, for reasons which 
are now history, the Democratic Party overwhelmingly swept 
the Republicans out of office and charted a new course. In 
1952 the exact opposite took place. They were bloodless revo- 
lutions. In 1956 the situation was a bit clouded, and with some 
tensity we now await the operation of the two-party system in 
1958 to see whether the tide is at the ebb or flow and in which 
direction it will turn. Meantime, every precautionary measure 
is taken by each party to see that its course and not that of the 
other shall be adopted for the future. 

Ancient and medieval history record no parallel for our 
system of government. It seems to be limited largely to the 
English-speaking people. England has enjoyed the same ex- 
periences. The Canadian Dominion a few weeks ago afforded 
a great modern example. 

In this connection | cannot avoid relating to you two recent 
experiences in my life which illustrate my point. 

In the Spring of 1956, during my tour of duty as Governor 
of Guam, I was suddenly informed through classified govern- 
mental channels that Dr. Sukarno, President of Indonesia, and 
his official party of fifteen, would be stopping over on Guam 
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for a few hours on their way to Washington, D. C., at the 
invitation of President Eisenhower. Inasmuch as this affair was 
civil rather than military, I was charged with the responsibility 
for his security and entertainment while on Guam. With the 
cooperation of the United States Navy I arranged for the 
former and with my cooperation Mrs. Elvidge arranged for 
the latter. I shall never forget the occasion. Sukarno and his 
party arrived on Guam at about 7:00 o'clock in the morning 
by chartered Pan American plane. As His Excellency and I 
led the convoy of automobiles from the Naval Air Station at 
Agana along the highways to Government House escorted by 
Guam Police and military security officers, all automobile 
traffic was held up and controlled by traffic signals. Because of 
the early hour many jeeps, trucks and automobiles were carry- 
ing workmen to their stations. As we turned from Route 4 
onto Marine Drive, Sukarno turned to me and asked: “Gov- 
ernor, where the pedestrians?” I replied, “Mr. President, 
they are in the automobiles.” He was accustomed to seeing 
the teeming millions of the Orient who walk, apparently aim- 
lessly, to and fro, up and down, along the roads and highways 
of the Asiatic towns and villages, carrying their burdens, and 
this was the first time he had set foot on territory of the 
United States. 

He and his party (there were no women among them) 
spent several hours with us. Mrs. Elvidge and I found him to 
be a most interesting guest. Personable, a brilliant conversa- 
tionalist, jaunty and debonair. An Asiatic statesman, a soldier 
and a man of culture. He appraised Mrs. Elvidge’s water- 
colors with a critical, but an understanding and appreciative 
eye. He recognized intuitively that our house boy was not a 
Guamanian but had an Indonesian background, and he talked 
with him in a native tongue—a language that Alfred had 
almost forgotten. 

Well, he went on to Washington. There the red carpet was 
rolled out for him and he was wined and dined. According 
to press reports, he was promised some $300,000,000.00 of 
aid. He returned to Jakarta and, again according to press 
reports, he stated that he was much impressed by America, 
the American way of life, and the American form of govern- 
ment. But, he is reported to have said that he could not under- 
stand our two-party system. More than ome party was con- 
fusing. There should be only one party—his party, of course. 
Under a date line of Jakarta, October 29, 1956, in the Seattle 
“Times”, this item appeared. 

“President Sukarno called today for an end to political 
parties in Indonesia. Many viewed the speech as Sukarno’s 
first move to set himself up as a Dictator. He said the 
1945 decision to form political parties was a big mistake. 

It results in too many political parties and in political 

sickness.” 

Despite his brilliance and his background he revealed by those 
observations that he had missed the whole point of the Ameri- 
can form of government. 

Then he went to Moscow and Peking. He must have been 
more impressed by what he saw there, because it was not long 
before he disclosed his communistic leanings, and now his 
party in Indonesia is in trouble. There is no two-party system 
in Indonesia. There is no minority party as such in Indonesia. 
Those of a different view are forced to the use of guns to 
make their voices heard, and whether they can accomplish this 
remains to be seen. It is true in many other places in this 
world. 

I had another interesting experience on Guam in this con- 
nection. When I arrived on the Island in the Spring of 1953, 
as its second civilian Governor, I found a new Territory, very 
similar to Hawaii and Alaska, and patterned after our own 
system of government operative here on the Continent. I 
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found also that the local population, although American 
citizens for three years, were only 55 years rescued and removed 
from the peonage and thralldom of an ancient and decayed 
Spanish crown. It was part of my duty to assist them in learn- 
ing to govern themselves. The Guam Legislature was uni- 
cameral (single house) and composed of 21 members, all 
Guamanians. It had all the law-making powers of a territorial 
legislature, subject to the veto of a Governor. But there was 
only one party—the Popular Party, and well named. The pre- 
vious Fall two members had succeeded in being elected as 
Independents, but they saw no point in resisting the majority, 
so promptly joined them and became members of the Popular 
Party. It was the only way they could get any recognition. 
To me this was un-American and unhealthy. A quick examina- 
tion of the local laws revealed that the Popular Party had 
enacted such legislation with respect to voting and balloting 
on the part of the public that it would be very difficult for a 
minority party to gain any seats in the Legislature. I felt that 
Opposition was needed, and, besides, there were two or three 
members in that Legislature that I thought could be spared 
for the good of the Island and for my own peace of mind. In 
the Fall elections of 1954 there were several Independent 
candidates in the race, four of whom I wanted to see elected. 
They could not get Popular Party endorsement. In order to 
assist them without becoming openly partisan I went on the 
Radio several times during the campaign and talked frankly 
to the Island audience, for I had learned that when the Gover- 
nor spoke the people listened. You may be interested in some 
of the things I told them. I quote: 

“Everyone on Guam who wasted to file for office was 
given the opportunity. As a consequence we have 39 
candidates for the Legislature and you can voluntarily pick 
and choose among them, and you can be just as choosy 
as yOu want to be. 

“These candidates are all voluntarily offering them- 
selves as candidates for the Legislature. Each one is asking 
for your vote. You have a free choice as to whom you 
shall vote for. You have twenty-one votes to cast for as 
many candidates. You yourself can select the twenty-one 
candidates for whom you will vote. Of course, you do not 
have to vote for twenty-one candidates if you do not 
want to. You need vote for only twenty, or for ten, or for 
two. The choice is yours. 

“Furthermore, you do not have to cast all your votes 
for the candidates of one Party. Nor do you have to cast 
all your votes for Independents. In other words, you may 
divide your votes. You may cast some votes for candidates 
of a Party and some of your votes for Independent candi- 
dates. That is your privilege. But you may not cast more 
than twenty-one votes altogether. However, you must 
remember this also. If you place a cross at the top of the 
Ballot for the Popular Party, you may not then divide 
your vote. By so doing you have with one cross voted for 
twenty-one candidates. So if you want to divide your vote 
yOu must not put a cross in the square opposite the name 
of the Party at the top of the Ballot.” 

I continued: 

“The point I am emphasizing is that you alone may 
make up your mind who you will vote for. The people 
can’t do that in Russia. 

“Now, there is another thing to which I want to call 
your attention. In America we have what is known as the 
secret ballot. That does not exist in many other countries, 
either. In America, you vote in secret. By that I mean that 
you have the privilege of filling in your ballot yourself 
without anyone knowing who you vote for. The facilities 
at the voting places will make this possible. No one has 
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a right to tell you who to vote for and no one has a 
right to know for whom you voted. You do not have 
to tell anyone who you are going to vote for and you do 
not have to tell anyone who you did vote for after you 
have voted. You mark your ballot privately. The election 
officials are present to see that you have the privilege of 
privacy. 

‘We have many great freedoms in America and on 
Guam guaranteed to us by the Constitution of the United 
States and by the Organic Act. Such as freedom of speech, 
freedom of the press and freedom of worship. But one 
of the great freedoms that we do not hear so much about 
is the right and privilege of voting privately and in 
secret. Secret balloting is necessary for free elections and 
we cannot preserve our freedoms unless we have free 
elections. 

“That is the American way.” 

In addition, I added, by way of caution: 

“It is mot a part of my office to tell you who to vote 
for. That is your responsibility. It is the responsibility 
of the people of Guam to elect their own Legislators. No 
One else can or is supposed to do that for them. When 
the Congress of the United States granted to the people of 
Guam the Organic Act, Congress placed upon the people 
of Guam the privilege and responsibility of selecting 
the people who would make their laws for them. So it 
becomes your duty to select your Legislature yourselves. 

“However, I deem it my duty as your Governor to 
offer some guidance to you in the determination of your 
choice.” 


VITAL SPEECHES OF THE DAY 


At that election 3 of the 4 Independents whom I supported 
were elected, all the rest were members of the Popular Party. 

In the Fall elections of 1956, after I had left the Island, a 
new Party, the Territorial Party, was formed. They were all 
defeated. So you see, the two-party system does not obtain 
on Guam. That is why a Governor of Guam must not be 
selected from among the Island people by their own vote. 

Of course, the two-party system can be overdone. When it 
spreads into a multi-party situation or a varying number of 
“splinter” parties, then it may become disastrous, because 
control and responsibility disintegrate. Such is the condition 
in France. The political situation there is a shambles and the 
resultant evils are reflected in almost every phase of its national 
life. France has lost the vision of Jeanne D'Arc. 

There can be no two-party system in Russia because the 
ruling party will brook no opposition and #¢ has all the “hard- 
ware. 

l am very much concerned as to whether our nation can con- 
tinue to survive in this world. We are so surrounded by alien 
philosophies and hostile forces. Only succeeding generations 
can answer that question. 

But of this I am sure. Our form of government will con- 
tinue to exist in this country only so long as the people have 
full and free opportunity to speak and to criticize and to 
oppose the party in power and its officers and agents, and only 
so long as we can keep them under restraint. As to which 
party should be in power will and should always be debatable. 
The important thing is to be sure that we have debaters on 
both sides. That is the essence of the two-party system. 

I thank you. 


THE BUSINESSMAN’S BIGGEST JOB IN 1958 
By L. R. BOULWARE, Vice President, General Electric Company 


Delivered before the Annual Meeting of Phoenix Chamber of Commerce, Phoenix, Arizona, May 21, 1958 


REALIZE how presumptuous it is even to éry to suggest 

what you good folks out here have as your biggest 

problem in 1958. But my interest and zeal are simply 
so great that they overreach my discretion. 

You are most fortunate here. I'd like to see you and the 
other businessmen of Arizona not just successful in defending 
and preserving your opportunity to serve all Arizona citizens 
through your growing and advancing businesses; I'd also like 
to see you go on to improve and expand that opportunity so 
you and your business can live up to the full potential 
of your usefulness to all the public here and in the rest of 
our still privileged land. 

I'd like to see your business climate not just match, but 
outdo, your wonderful physical climate. My inrerest in your 
success in this is not academic but very re2:. My Company 
has chosen Phoenix as the location where the current good 
business climate can still be improved in a way that will help 
us make here the important expansion we expect our exciting 
new Computer Department to undergo in pursuing its ob- 
viously great technological and volume potential. 

National and local businesses in 1958 have the common 
problem that they are being prevented, by political causes, 
from living up to their full usefulness to all the public. This 
is for the reason that we businessmen have failed to see to it 
that we both deserved and achieved the full understanding, 
warm approval, and stout support for our intentions, pro- 


cedures, manners and results across the whole area of both 
the material and emotional needs and wants of those whose 
understanding and cooperation we need and who affect our 
fate at work, at the market place and at the voting booth. 

Evidence of our failure to have business and our economic 
system understood is in the fresh mistakes the citizens seem 
about to make again—in spending, inflation, taxes, produc- 
tivity, and freedom—mistakes which, while bad for all con- 
cerned, will be represented as good for the many and too 
likely to be accepted as good by the vast majority. These mis- 
takes are the vital concern of the business leader—both as a 
responsible manager and as a freedom-loving citizen. If you 
will write me, I'll be glad to send to you the specific recom- 
mendations made on these particular issues before a con- 
ference on recovery in New York yesterday by our Company's 
Chairman, Mr. Cordiner. 

But in the 60-odd years since the Sherman Anti-trust Act 
first warned business it was in real and deserved political 
trouble, we businessmen have continued to concentrate on 
what used to be our whole job but which, while still vastly 
important, is now only a part of our job. We have heedlessly 
neglected to pay enough attention to politics and politicians. 
We have thus failed even to recognize, much less equip our- 
selves to meet, the new and unfamiliar managerial requirements 
in connection with the political problems of such constantly 
mounting importance. 
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Unless we businessmen now promptly change course and 
quickly do enough good work to deserve and achieve a new 
credibility and effectiveness with the public in political matters, 
we will have little or no ability to prevent a majority of our 
fellow citizens from being misled into further damaging the 
usefulness of business to themselves but also into making other 
very costly mistakes and, perhaps this time, bringing final 
disaster to individual freedom and well-being. 

People—the many—now see what we businessmen do for 
them. But they do not think it is enough—don’t believe it is 
as much as we could do if we were fair or only interested in 
them from their standpoint. We do not help them see and 
appreciate all the claimants, all the something-for-something 
arithmetic, and all the other compelling circumstances we 
face—how well we do already in those circumstances—how 
we are further ¢rying—and, in particular, what's the good of 
what we meanwhile are doing for the many. 

Our neglect of our political obligation has created an oppor- 
tunity which others have seen and embraced. A very important 
one of the more demagogic political skills is persuading the 
many that abuses of them by the wicked few are being 
redressed. 

And, unless the facts to the contrary are constantly ex- 
plained, business is “a natural” for being made to look like 
the few oppressing the many. 

As could only be expected, opportunistic politicians have 
capitalized on our lack of alertness. We businessmen have 
become the whipping boys for opponents who have a different 
ideology from the one on which the unprecedented services 
of American business to the public have been based. As the 
inevitable result of our taking this whipping in silence, too 
many politicians of both parties are acting on the assumption 
that more people are against us than for us, and the rate at 
which politicians are rallying under the support of our de- 
tractors represents a gathering storm. 

As a result we businessmen have specific political problems 
right now about what is the best way to speed recovery; about 
how thereafter to have good business, good employment and 
no further inflation; about how to help head off the Russian 
menace and make friends with good people around the world; 
about how—in the public interest—to get up aid stay up 
equal with anti-business forces in politics. All inese political 
problems are just one problem. Solve one and we solve all. 

Let's take as a case history, for instance, the development of 
the political intentions, organization, resources and activities 
of the top union political group, since it is by all odds the 
most aggressive and effective of those forces in politics which 
take an anti-business position or a position so generally op- 
posite to what businessmen believe is good for the country. It 
just happens that the citizens who have embraced their oppor- 
tunity to become the successful politicians involved here are 
union officials instead of business officials—are anti-business 
instead of pro-business. 

We cannot quarrel with the right of any citizen—in fact 
we earnestly support his right—to seek through political action 
political solutions to what he considers his problems. The First 
Amendment is everybody's protection. While we need not 
support every man’s method or his goal, we must defend his 
right to pursue them. And this is no less true for union officials 
than it is for businessmen or any other person in society. 

And in studying this case history, I think we businessmen 
must in all fairness recognize that it was our failure to carry 
out our own political duty in the public interest that has let 
what was a potential force for good develop into an imbalance 
of power that not only impairs the economic usefulness of 
private business to the public but also appears to be threaten- 
ing freedom itself to an important degree. 
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The announced objective of the unions is very good. It is 
to act as agent for the worker where he wants someone to 
take his place in dealing with the employer on economic 
matters and working conditions. Much good has been accom- 
plished in particular circumstances. 

But the union officials have gone beyond any redressing 
of the economic balance at the bargaining table and now too 
generally impose an economic imbalance that is injuring 
workers along with the other citizens served or affected by 
business. And, as the McClellan Committee has shown, too 
many union officials have gone from protectors to abusers of 
the workers in the areas of freedom, dignity and self-respect. 
Once the responsive and useful servant of the worker, the 
union official has become too frequently the worker's dicta- 
torial and harmful master in matters affecting the human spirit 
as well as in inflation and other economic livelihood matters. 

How did such a departure from the original objective come 
about? Through shifts among the three types of activity on 
which the union officials depended. 

The first type of activity is at the bargaining tables on 
economic matters and on non-material working conditions 
involving the worker as a human being. But the union 
officials didn’t like this orderly or tedious persuasion process. 
Their final argument was force, and once started away from 
the original voluntarism and down the route of force, the 
appetite was thereafter hourly greater for more and more 
power with which to avoid bargaining and to exercise uni- 
lateral force instead. 

So, the union officials became attracted more and more to a 
second kind of activity which, for lack of a better name, I'll 
call “political bargaining” or “negotiating in the newspapers” 
months ahead of arrival at the bargaining table. This has a 
double objective. The first is to establish a foundation of 
credibility with the public . . . to get widespread belief that 
union officials are the ones who are fighting for and achieving 
what's fair and good for people, good for the many. 

Along with this selling of their good intentions, they too 
generally promoted the something-for-nothing, inflationary, 
foreign socialist brand of anti-business economics that has 
failed wherever tried—including here. But they nevertheless 
got the cooperation of all sorts of people who normally would 
know better—this only proving that it can happen here, just 
as abroad, when only one side is talking. 

You have only to look at who's overly prominent now in 
community chest and civic affairs . . . and with whom the 
top politicians want their pictures taken . . . as well as what 
kind of economics is being taught in too many schools and 
from too many platforms .. . to see how completely successful 
has been this investment by so many of the union officials 
in their public or community relations programs aimed at 
securing credibility with the public ahead of negotiations. In 
too many instances these programs take the form of relentless 
ideological warfare. 

Meanwhile—against this background of credibility achieved 
amid the silence and inactivity of employers—the political 
type of union official would publicly announce his demands 
and start negotiating with still silent employers in the news- 
papers, on T. V., before Congress, in speeches, and in publi- 
cized wires and letters to the President of the United States 
and to the president of the company or companies in question. 
You recognize this as the invention of John L. Lewis and 
copied since by the McDonalds, Careys and Reuthers. 

The objective is to come to the so-called bargaining table 
with the determinative bargaining all done and with the 
political pressure on. And we must recognize how very littie 
bargaining (worthy of the name) is actually done any more 
by the union official at the so-called bargaining table when 
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he comes there with these three accomplishments: 

|. The workers have been sold on the idea that something 
has been stolen from them which the union official is 
going to get back for them if they only support him. 

. The public has been persuaded a great wonderful new 
social gain is to be achieved, not just for employees but 
for everybody else—for the many—and at no cost to 
anyone except to a few wicked, vicious and undeserving 
fat-cat owners. 

). The public servants—at city, county, state and national 
posts—have been shown that it is “good politics” to be 
on the side of the union official—right or wrong— 
because he has sold workers and public on what he 
proposes. 

If the employer balks at unwarranted demands and a strike 
results, he too often finds that there is no adequate protection 
available from city, county, or state law enforcement authori- 
ties and that private or public intervention on the side of the 
union officials may sometimes be expected even from Wash- 
ington. 

In this political bargaining activity, the union officials have 
attempted to rid themselves not only of the inconvenience of 
what they regarded as the slow, tedious, silly bargaining at 
the bargaining table, but also to rid themselves of the need to 
be responsive to the membership. 

Also, through “sole” bargaining power and compulsory 
membership arrangements with employers, they have acquired 
a virtual monopoly of the labor market in critical mass 
production, defense output, and interstate commerce trans- 
portation. The freedom to use politically the money and man- 
power, which that monopoly put in their hands, has enabled 
the union officials to all but finish the job of becoming the 
masters, in contrast to the original status as servants, of the 
workers. 

Perhaps the most significant development to note here is 
that the union official has long since passed from economic 
agent status out into the open as an unalloyed politician in 
his own right. It is very important that we recognize the union 
problem from here on as primarily a political problem. 

Of course, the natural human appetite of the union officials 
for power and security—and the easy going the union officials 
were experiencing against ideological competitors who wanted 
to sell voluntarism and private enterprise but were tog bashful 
to call on the customers—made it inevitable that union officials 
would go on to the third stage. 

This is the all-out political effort we now see in their 
attempt to dominate both parties and all government, and this 
year to elect a Congress obligated to be subservient to their 
every wish for further protection against citizens and domi- 
nance over citizens in ways far beyond any connection with 
bargaining table matters. 

As George Meany has so candidly said: “The scene of battle 
is no longer the company plant and the picket line. It has 
moved into the legislative halls of Congress and the State 
legislatures.” 

Total union income—exclusive of welfare and pension 
funds—runs into hundreds of millions. There are supposed 
to be half a million union officials. Politics seem now to be 
their principal interest, and Victor Riesel recently stated to 
a study group that “85% of the international unions’ income 
goes for public relations and politics and only 15% for the 
old “read and butter’ union activities.” Union officials join 
with other anti-business elements in politics, and they have 
been and are financing and manning most of the activities 
which businessmen believe are contrary to the best interests 
of all the people. 


* U.S. News & World Report, page 46, March 28, 1958. 


VITAL SPEECHES OF THE DAY 


In addition to direct money contributions, union-supported 
candidates receive aid from incalculable numbers of free 
campaign workers, union treasuries pay for untold hours of 
radio and T. V. time, paid “organizers” are sent in to do 
political work, “friends” of the candidates insert full-page 
ads in the local newspapers, wives of zealous union supporters 
man telephone brigades contacting voters, teen-age sons and 
daughters undertake baby-sitting chores while mothers and 
fathers go to the polls. Meanwhile, the labor press gives full 
play to the election, and to the merits of their particular 
candidates. Special election editions are issued and distributed. 

The First Session of the 85th Cong~sss passed no legislation 
contrary to the recommendations of AFL-CIO; neither did 
the entire 84th Congress; and I judge that not a single bill 
in the present session of the 85th has a chance of passing 
if it is against the will of the AFL-CIO. 

As yOu know, some courageously constructive Democrats 
and Republicans in the House and Senate have been publicly 
listed for political extinction by the AFL-CIO this year. There 
is a double dilemma here. First, in the absence of better sup- 
port, the extinction may be accomplished. Second, there are too 
many others who were left off the black list—eight Republi- 
can and twelve Democratic Senators, for instance, who might 
want to demand that AFL-CIO put them on the list to make 
their independence clear. 

In the present Congress, the union officials reportedly feel 
sure of the support of 38 Senators and 177 House members.* 
That's why no bill can be passed which they oppose. And we 
hear that certain anxious political leaders in both parties are 
pleading with the top union command to permit some really 
corrective labor union legislation to go through Congress. 

But the union officials seek a majority—so they will not have 
to be on the defensive but can pass all the bills they want. 
They believe they can do it this year. They need only to pick 
up 11 friends in the Senate and 41 in the House to add to 
their present 38 Senators and 177 Representatives. 

“In an atmosphere of business let-down with several 
million persons jobless and many others worried about 
losing their jobs, union officials feel they have a real chance 
to take over in November.” 

That last paragraph is not mine but a quote from page 46 
of U. S. News & World Report of March 28. I urge you to 
read that issue not only for the particular article quoted but 
for some other politically alarming ones along with David 
Lawrence's editorial quoting from the Congressional Record 
the claim that $725,000 was spent by one union for one 
Senator's election. This Senator, incidentally, was the only 
committee member, Democrat or Republican, who did not 
sign the McClellan Committee report. 

Let's look at just these few consequences of all this in areas 
beyond the employee-employer relationship. 

1. We have the kind of corruption and abuses of liberty 
and dignity brought to light by the McClellan Com- 
mittee. 

. We all have a lower level of living—probably by 20% 
or more—because the productiveness of our talents and 
facilities is arbitrarily reduced by inspired featherbedding, 
resistance to technological progress, opposition to, rather 
than cooperation with, management in what people want 
done and what's good for everybody—the waste being 
easily as great as the whole $80 billion our Federal 
Government cost us last year. 

. We have inflation not just from the wage increases in 
excess of 2% a year but also from the inflationary 
measures union officials have the power to press on 
government. Too many union officials ike inflation— 
mistakenly want inflation—regardless of what they say. 
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It makes them look useful, and the dedicated socialists 
among them know inflation is quietly the most brutal 
socializer of them all. 

. We have the corrupting of businessmen—who should be 
moral leaders. Collusion in compulsory membership, 
rigged markets, and other serious immoral or illegal acts 
are too often required as the price of survival in full view 
of government officials who do not dare try to enforce 
the law. 

. We have, of course, the present depressed sales and un- 
employment situation which some people are coming 
to term the “Reuther recession.” Congressman Ralph 
W. Gwinn (R-NY), ranking minority member of the 
House Labor Committee, said May 3rd on T.V. that he 
did not believe that we had a general recession in this 
country but, instead, a recession “in certain areas where 
the labor union is the toughest and tightest and where 
the largest wages are paid, because they've priced them- 
selves out of the market like they did in the coal field...” 
Mr. Gwinn went on to say that he thought the present 
trouble “could quite properly be described as a Walter 
Reuther-CIO-AFL-socialist depression of American vari- 
ety.” Former Senator Owen Brewster (R-Me.) told 
Human Events (May 5): “The Reuther recession is the 
issue. In short, Reuther—heading up the whole labor 
boss aggregation—stands as the main issue today. 
Reuther and the wage-price spiral, culminating in the 
automobile industry’s present plight and its effects on 
the economy—that’'s the real focus of the national prob- 
lem today. Real labor reform, to control this dangerous 
power, is a must in this session.” 

. There are other consequences—like the political extinc- 
tion decreed for those who disagree—or like the snuffing 
out of free speech—but my time doesn’t permit going on. 

The challenge to us businessmen and to other citizens in all 
this is that such economic and political power derived from the 
money and manpower yielded by such monopoly of the labor 
market—has gone beyond the point where it is the concern 
only of workers, managers and union officials. This force is 
now the concern of every citizen—and is the local, state and 
national political matter of first importance. 

As already indicated, this case history is significant not be- 
cause the politicians involved are union officials but simply 
because these union officials happen to be the citizens who have 
developed and currently run what I believe is admitted on all 
sides to be not only the most powerful political organization 
in the country but also the only one really organized and 
effective in influencing the course of both parties today. It is 
only by chance these powerful politicians are union officials 
and anti-business. If so great an unregulated or unchecked 
imbalance of political power were in the hands of any other 
special interest group—any business, or military or other 
group—the peril to freedom and economic well-being would 
be just the same—as all history here and abroad has shown. 

Our State and Federal constitutions, and in fact the whole 
theory of American democracy, call for and depend on effective 
checks and balances to protect the public interest against exces- 
sive, unchecked power. But these checks and balances can be 
only partly built-in. Beyond the constitutions and the laws, the 
successful operation of our democracy demands an electorate 
which is alert, enlightened, and vigorous enough to reimforce 
these built-in checks and make them work in the public 
interest. 

The growth and use now by one special interest group of 
political power which has no effective check is not the fault 
primarily of those who achieved the power, for it is their right 
to try. Rather, the fault is principally on the part of those who, 
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by inactivity and silence, allowed it to happen—let a special 
interest group achieve power which it can use to injure all 
the people. 

We businessmen cannot look elsewhere for citizens to 
blame. We have long had the opportunity and responsibility 
to do our very considerable part not in trying to destroy unions 
or in seeking any unfair advantage but, rather, in restoring 
the balance needed in this situation in the public interest; but 
we have just as long failed to accomplish anything like our full 
part or even to put forth anything like the full effort we should. 

But a word of wisdom here. This full effort to redress the 
balance must in all respects be consonant with the legal and 
moral standards our society and our governments have so 
wisely set forth. The use of corporate funds to further the 
candidacy of any person is outlawed, and so it should be. Also 
outlawed, by a law honored more in the breach than in the 
observance, are certain uses of union funds to promote in- 
dividual candidacies. This union practice is to my mind legally 
and morally intolerable, especially because so much of the 
money available to unions is extracted from unwilling con- 
tributors suffering the indignity of compulsory union mem- 
bership contracts. 

There should be no double standard here, and we must 
neither seek nor tolerate one. Nor need we do so, for the 
remedies available to us, under the strictest moral and legal 
standards, are adequate to do the needed job—if only we will 
use them. 

We businessmen, of course, don’t like politics—don’t want 
to get into politics. But we had no choice. We have been 
dragged unwillingly into politics by our ideological competi- 
tors and intended executioners who were politically skilled and 
felt the political arena was where they would look good and 
we, in contrast, would put up the sorriest spectacle and thus do 
the most damage to people’s confidence in us. Yet too many 
of us keep trying to look the other way or to shift the job to 
somebody else—to a few leaders or to a few trade association 
spokesmen, while we managers go on with our familiar work 
at what, as an over-simplification, might be termed “metal 
cutting and paper shuffling.” 

Yet being politically effective, as I see it, is now a con- 
tinuing part of every manager's work and every citizen's duty 
to himself. It cannot be done by others. We must each do our 
part—and be publicly identified over our own names as doing 
it—and must each help equip and encourage others up to a 
safe majority of the public to do theirs. 

I do not believe I am overstating the case in the least when I 
say that the prompt attainment and immediate sound use of 
political effectiveness by the private enterprise manager— 
and by the citizens he and his associates can properly influence 
—is at once the most difficult and most urgent task facing our 
free country today for our own self-preservation, much less 
the preservation of any chance of going on to attain the stuff 
our dreams are so legitimately made of. 

Happily what the manager and other alert and alarmed 
citizens need for over-all political effectiveness in doing their 
part to help correct the present imbalance is no more than 
what is needed to bring the manager up even with the union 
official at the bargaining table . .. no more than what is needed 
to get cooperation, ae profit, growth and security all 
day long in each business large and small for the good of the 
whole public. 

Fortunately, most of the need is in this non-partisan political 
field where work can still be carried on by businessmen and 
where the good people of both parties should be able to rally 
as one without being self-conscious in the slightest: 

1. We need economic understanding and eager facility in 

its public and private use. We businessmen must our- 





selves understand—and then help others understand— 
the fundamentals of our free jobs and free markets—how 
our level of living has been and can be raised—how 
business serves this process as a highly creative clearing- 
house where people come together and are helped, by 
good ideas and common facilities, to do more for each 
other than they could or would if left to their own 
devices. 

We have to help people adjust their false expectations of 
the moment to reality and understand that a business has 
no “magic” resources, no “money tree,” nothing to give 
away. Business is a something-for-something process, and 
so is life and freedom for that matter. 

We businessmen—we so-called business leaders, before 
we are leaders in the full sense now required—must de- 
serve and achieve the deep conviction on the part of the 
public that we know our economics, understand how to 
run business for the good of the many, and are doing 
so. The public does not so believe now—does not under- 
stand the good of what we do—with what justice I'll 
leave to you. We all need a continuous daily study course 
in the way our business and economic system works and 
can work. We especially need to understand and teach 
tight now that government has nothing to spend but 
people’s money—that a so-called tax-cut, without a like 
cut in government spending, is not a tax-cut at all but 
merely a shift from visible tax collection to the invisible 
collection of the tax by inflation. 

The second skill we must develop is in the knowledge and 
use of good human relations intentions and practices. 
We particularly need right now a better understanding 
all around of the morals required for the freedom and 
well-being we want in our association with one another. 
We must strengthen our moral courage and not only 
stand firm for what is right but fight valiantly in public 
against the person or idea that is morally or ethicaily 
wrong. The misinformation about the true economics 
of freedom and the abuses of unbridled power can exist 
only in the shadows, so we must courageously expose 
deceivers and usurpers. For lack of alertness and courage 
in free speech by businessmen, freedom of speech is 
withering on the vine. 

It's accepted as being quite impossible to be in some busi- 
nesses in some localities today without being a law- 
breaker under the whip of the unions. Too many business- 
men not only give in to unsound economic settlements 
and to illegal and immoral collusion but having done 
so, they compound the damage, and even try to fool 
people, by talking and acting as if they thought what 
they had done was good for employees and public instead 
of bad. 

The remedy for this can come and must come through 
the individual businessman making the moral investment 
that our very survival requires be made in better knowing 
the truth and then publicly telling the truth about what's 
going on, no matter who has to be contradicted. 

We thus must not only develop more demagog-proof 
political maturity in ourselves but must then help our 
neighbors do so. 

Too many of us haven't felt it was our kind of job to 
engage in the hub-bub of rough and tumble public de- 
bate with demagogs who were trying to fool people by 
character defamation and by falsely appearing even to 
support free enterprise. But it is becoming increasingly 
obvious that it is not only proper but required in the 
best interests of employees, employers, and the rest of 
the public for us businessmen, as individuals, to develop 
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and practice the skills needed to meet our ideological or 
demagogic competitors and to debunk the false claims 
by which they try to make bad measures against business 
and people /ook good. 

There is hope rather than despair in how bad the situation 
is. Most of the trouble is due to misinformation—mis- 
information that is easily and quickly corrected once 
enough truthful and courageous businessmen and other 
thoughtful citizens start making proper public inquiries 
of office seekers and office holders and start otherwise 
speaking up in the public interest about what voters 
have a right to know. It will not take long to debunk 
the false charges about business and the false idea that 
any other economic system comes anywhere near our 
free choice, something-for-something, competitive sys- 
tem of incentives and rewards. 

But the three foregoing—economics, morals and demagog- 
proof political maturity—are only the base—the foundation— 
needed for the constituency of both parties to judge correctly 
the issues, candidates, and office holders. 

Fortunately, the most important issues transcend any usual 
party lines. And you in Arizona have a most encouraging 
history of the good people in both parties rallying as one on 
the main things. For instance, on Right-to-Work: both your 
Senators—one a Democrat and one a Republican—have been 
for it right along. The voters have balloted on Right-to-Work 
three times—twice under Democratic governors and once 
under a Republican governor—and the voters’ verdict for 
Right-to-Work has been by an increasing percentage each 
time. Incidentally, a very important factor in General Electric’s 
decision favoring Arizona over the other contenders for our 
Computer business was the combination of the fact that you 
do have a Right-to-Work law and the fact that a growing 
majority of the citizens are so Oovious y Coming to appreciate 
and support voluntarism as opposed to compulsion in union 
membership. 

However, the Right-to-Work issue is not settled in Arizona 
to any comfortably greater degree than it is in other states or in 
the nation. The most desired result the top union politicians 
seek from their election activities is to have state legislatures 
and a Congress and Senate that will outlaw Risht-to-Work 
laws and thus reverse the current healthy trend that is away 
from compulsion and toward voluntarism. Right-to-Work is 
a very active political issue and no one can truthfully say it 
is not. Voters have a right to know on this issue—as on all 
issues—just how candidates will vote if elected. No candidate 
—who is embarrassed by the question of how he will vote on 
Right-to-Work—should be permitted to sweep the question 
under the rug. Voters should know whether a candidate—if 
elected to Congress, for instance—will be one of the 41 
Representatives and 11 Senators the union politicians are seek- 
ing to give them the absolute majority they want in both 
Houses. 

But beyond the non-partisan work on business time and 
money is the second duty of the businessman—this time as a 
citizen on his own time and with his own money engaging in 
party politics—working in the party of his own free choice. 
Not only money—and lots of it—but lots of volunteer /eg- 
work and mental sweat is needed to restore the balance and 
have both parties supporting good programs and good public 
servants who will not be obligated and subservient to any 
special interest but will serve the balanced best interests of 
all citizens. 

When one or all of us businessmen come to this crossroads 
and have to make the critical choice of either doing our part 
of the tough uphill climb to effective help to a party or a 
candidate, or of continuing on the downhill path to oblivion, 
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we keep wishing we didn’t have to make the decision. Yet 
the vital problem is on the way down the road to meet each 
and every one of us, and there is something each and every one 
of us can and must do. Your Mayor Jack Williams gave a 
brilliant demonstration of what one man can do. The remain- 
ing members of your non-partisan City Council have, since 
1950, been demonstrating what dedicated individuals can do 
for the public good. I understand the examples of what some 
so-called “political unknowns” were able to accomplish over in 
Tucson earlier this year were likewise impressive. 

But it’s not just to the advantage of you in the cities and 
towns to defend and improve the business climate; it is just as 
advantageous to the agricultural counties to avoid having anti- 
business attacks and developments ever get under way there 
and to help ward off elsewhere in the State any new attacks 
while aiding recovery from the effects of prior bad teaching or 
action. 

The final partisan political work is done by an individual 
persuasively talking the economics and morals of the issues 
and candidates with another individual or family, and then 
another . . . then getting those and a few other right-minded 
individuals out to vote on election day. This is work every 
citizen can and should do—at night and on week-ends—just 
as the anti-business opposition is quietly doing all the time 
right here in your midst and just as a little more conspicuous 
horde of hundreds of imported experts are likely to be sud- 
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denly found doing between September 9 and November—a 
period which will then be too short and too late for business- 
men to train and organize themselves as volunteer-citizen 
political workers. The time for the previously inactive citizen 
to start political work is obviously now. 

In the process of such an accomplishment, the businessman 
will have brought the neglected areas of the businessman's 
responsibility up even with his technical and financial accom- 
plishments, will have brought himself up even with union 
officials at the bargaining table, will have given the unions back 
to the members and the government back to the people, will 
have restored law enforcement, will have helped the public 
start regaining the benefits of the 20% or more of produc- 
tivity now wasted, will have arrested inflation, will have re- 
vived free speech, will have silenced the professional, un- 
warranted kind of criticism of business and will have quieted 
the present panic of both parties on the Potomac. 

These are no sm.l! challenges, I know, for all of us. But 
this is it this time, aud I simply see no other way to seek our 
survival as free citizens in a free society but by facing up to 
these critical challenges and overcoming them—no matter 
who of great or little power now has to be opposed or con- 
tradicted in the process. 

If we can measure up to these challenges, then what is 
economically sound and morally right will, as it should, be 
politically invincible. 


People and Profits 
PROFITS MAKE JOBS 
By DONALD P. JONES, Comptroller, Sun Oil Company, Philadelphia 3, Pennsylvania 


Delivered before Lansdowne Friends Society, Lansdowne, Pennsylvania, May Y, 1958 


AM DELIGHTED to have this opportunity to join you 

this evening in this friendly, informal way, and I consider 

it a compliment that Mr. Duthie and the officers of this 
organization felt that I could contribute something of value 
to your evening. 

In considering possible subjects.1 thought might be of in- 
terest, I came by a rather circuitous route to a theme which 
really isn’t very new—profits, what they mean to people and 
what people think about them. 

In fact, it seems almost everyone has made a speech on this 
subject at one time or other. But most of those speakers, I am 
sorry to report, seem to view profits with great suspicion. 


WHAT PEOPLE THINK AROUT PROFITS 
Even though profits are the keystone of our economic 
structure—the basic incentive and measure of service rendered 
to society—they are perhaps the most misunderstood capitalis- 
tic conception. 
Edward H. Collins, a financial writer of The New York 
Times, recently pointed out the basic problem. He says: 
“There is a fairly widespread belief, if we are to conclude 
from recent public opinion polls, that corporate profits in 
the United States are higher than they ought to be. Polls 
on this question, however, have produced an interesting 
paradox. In many cases the very persons who express this 
point of view, when asked what they themselves would con- 
sider a fair rate of profit, have volunteered figures not only 
as high as, but frequently well above, those actually pre- 
vailing. 
“It is regrettable that any substantial part of the public 


should be under the impression that corporate profits are 
currently excessive. On the other hand, the phenomenon 
becomes less disturbing than it would otherwise be when it 
is realized that—as the paradox of the polls suggests—it has 
its origin in a misunderstanding, or misinterpretation, of 
the facts. 

“In other words, in many cases, and perhaps most, where 
persons polled on the question have shown an inclination 
to be critical, they were not quarreling with the actual 
figures on corporate profits; they were quarreling with what 
they mistakenly believed them to be.” 

Let's look closer at some of those statistics. 

Would you hazard a guess on how many of our friends and 
neighbors think companies make too much profit? According 
to Opinion Research Corporation, the answer is 83 per cent. 
In fact, 42 per cent say profits are so high they could be cut 
in half without hurting business. 

But just how much profit does the man in the street think 
industry makes? 

Again according to Opinion Research, Mr. Average Ameri- 
can thinks industry earns almost 14 per cent net profit—13.8 
per cent to be exact. The correct figure—according to the most 
recent National City Bank Survey—is less than half that 
amount. In fact, it hovers just under the 6 per cent mark. 

Here are some more eye-opening opinions held by our 
neighbors: ‘ 

28 per cent think the Government should limit the 
amount of profits a company can make. 

11 per cent say the chief cause of today’s inflation is 
“business profiteering...” 





594 


64 per cent—more than three out of five Americans 
think that big corporations are more interested in making 
profits than in doing what they can for national defense and 
the struggle with Russia. 

Ideas of that kind and other exaggerated and critical notions 
about profits show up in survey after survey. 

Obviously, then, we in business and industry haven't made 
our fellow citizens aware of the truth about profits. If people 
fail to understand the size of profits, there is even less likeli- 
hood that they understand the meaning, purpose and essen- 
tiality of profits. 

I think one may hope that the general situation may be 
changing slightly today—because of the obvious severe effects 
on the general economy of the current squeeze on profits, and 
because a growing number of articulate spokesmen are at 
last speaking up. 

But, nevertheless, much needs to be done. Because for some 
critics, profits continue to be fair game for a year-round turkey 
shoot—a 365 day open season, if you will—as any regular 
newspaper reader knows. This can be a very dangerous thing. 
Such ideas can wreck our competitive system by creating a 
climate for more and more government control. 

_Thus the subject of profits has, I think, a continued sense 
of timeliness. 


How LABOR FEELS ABOUT PROFITS 

Today, unfortunately, we also see this fallacious and dan- 
gerous concept of profits widely disseninated by spokesmen 
vf the American labor movement. 

Yet hearken to unionism’s grand old firebrand, Samuel 
Gompers, who many years ago said: 

“The worst crime against working people is the company 
which fails to operate at a profit.” 

And note the 1941 statement of the Executive Council of 
the American Federation of Labor: 

“We have learned the lesson that when opportunities 
for profits disappear, opportunities for jobs likewise dis- 
appear. 

That statement puts its finger squarely on the employe’s 
vital stake in profits—profits make jobs. 

I remembered those statements the other day when I read 
about Mr. Walter Reuther's unique “profit-sharing” proposal 
made to the automobile industry. It has a popular kind of Robin 
Hood appeal—a share-the-wealth touch which puts a ceiling 
on profits—but it is actually a different and more dangerous 
way of gaining a wage increase. 

We can understand—if not accept—those inconsistencies 
among labor spokesmen better when we consider the politi- 
cal nature of labor organizations. And of course we are not so 
naive as to fail to appreciate the radical changes in the role 
and mission of the labor movement since the Gompers era. But 
we must be alert to the fact that if Mr. Reuther’s proposal 
ever became reality it could seriously threaten the existence 
of the business system as we know it today. 

As I pondered the ramifications—and contradictions—of 
those points of view, I again became aware of that sense of 
continued timeliness about the subject of profits that I men- 
tioned earlier. And that gives me, as the newsmen say, a peg 
on which to hang this presentation. 


WHAT ARE PROFITS AND WHAT Do THEY Do? 

Before we get into specifics, I'd like first to discuss profits 
in a general way and point to some problems facing industry. 
Then we'll review Mr. Reuther’s proposal more closely and, 
against that background, see how profits function within the 
framework of a situation with which I am personally familiar, 
Sun Oil Company. 

First, just what are profits? 
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The dictionary says a profit is the amount by which the 
receipts of a business exceed its expenses. In other words, a 
profit is what is left over—if anything—after the bills are 
paid. 

This is true as far as it goes, but it doesn’t really tell us very 
much. In fact, it leads people into thinking that profits are a 
kind of surplus—nice to have, but not really necessary, and 
fair game for slashing when the going gets rough. 

Actually, profits are much more than that. They do three 
major things. 

First, profits reward stockholders for the use of their money 

Business is owned by stockholders who provide the money— 
in fact they risk it, with no assurance of any return—to build 
plants and buy its machines and tools. When profits are earned, 
the stockholder gets his reward. 

Profits belong to stockholders. They are not a pool of surplus 
funds that can be divided up at year-end at the whim of a 
union leader, company president or anyone else. 

Second, they are the basic incentive which gets things done 
—producing things people want and, conversely, stopping 
production of things people do not want. 

In our competitive society the real profit is “opportunity 
profit” from invention and innovation. In a broader sense, 
profits are the mechanism which provide people with freedom 
of choice in economic affairs, just as our form of government 
seeks to provide freedom of choice in political affairs. 

Third, profits provide some of the money which all busi- 
nesses need to grow and maintain strong competitive positions. 

Beyond modernizing and expanding facilities to meet to- 
day's growing demands, industry must also continuously re- 
place worn out plants and tools just to “break even.” However, 
today’s inflation is steadily making that replacement more 
difficult—so industry is dipping deeper and deeper into the 
cash reserves it normally sets aside for growth purposes. The 
source of these funds is profits. 

Profits are therefore a dynamic force in our economy. They 
provide money needed to finance capital investments and help 
stabilize our system to insure its continued growth. 

In addition, as yo. know, profits in a competitive enterprise 
economy perform many other functions. They are the gauges 
in our general office control rooms which signal the economic 
temperatures and pressures of the times. They are the means 
of improving the standard of living for the American people. 

For example, increasing profits indicate the need to expand 
lines of production in which demand is increasing. Shrinking 
profits indicate the necessity for improving efficiency and 
achieving lower prices; or getting into a business with more 
profit potential. 

The profit margin serves as a yardstick of the efficiency 
of managers of modern enterprises. Thus to maintain reason- 
able profits in a competitive industry, the managers must be 
alert to improve quality and services, increase sales volume and 
offer competitive prices. 

So it is in all business enterprises—whether we consider a 
small merchant with, say, an annual gross income of $10,000, 
or a whopping $11.0 billion sales by General Motors, or 
Sun's $780 million income. 


WHAT Is A “FAIR” PROFIT? 


It has always amused me—and distressed me—when people 
say, “profits are too high.” Just how high is “too high?” Ask 
10 different people what is a fair profit and you'll probably 


get 10 different answers. There just isn’t any precise mathe- 

matical definition—for example, 5, 10 or 15 per cent. 
Abraham Lincoln illustrated the point precisely in his 

reply to a jokester who asked how long a man’s legs should be. 
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Said Mr. Lincoln: “Well, a man’s legs ought to be long enough 
to reach from his body to the ground.” 

So it is with profits. 

They should be adequate to do their job. They can be 
measured only on the yardstick of performance, the require- 
ments of which vary with time, place and situation. They must 
provide—or attract from investors—money needed to expand 
business to meet customers’ demands, and to modernize and 
replace existing equipment. 

Much of the criticism of profits comes from people who 
think only in terms of total dollars. It is true that the number 
of dollars earned by many companies has increased substantially 
within recent years. But that’s because those companies are 
doing a tremendously greater volume of business. Profit 
margins—profits as a percentage of sales—show no such in- 
creases. 

AVERAGE PROFITS TODAY 

A survey of 1,835 U. S. manufacturing companies by the 
First National City Bank of New York—which I referred to 
earlier—reports that in 1957 the profits of these companies 
averaged just 5.9 cents of each dollar of sales. This average is 
just three-tenths of one cent higher than the average for the 
last 25 years—hardly an indication that profits have been 
“skyrocketing.” 

Despite the record, critics continue to say that profits are 
“too high.” A common charge is that profits are taking more 
and more of our national income. One union puts it this way: 

“, . . big business is taking a disproportionately large 
share of the fruits of our developing economy. What is 
needed is higher take-home pay for workers and lower 
take-home profits for corporations.” 

The figures tell a different story. From 1950 to 1957, cor- 
porate profits as a percentage of our total national income 
declined by one-third—from nine per cent to six per cent. 
Over the same period, the share of national income received 
by employes increased from 64 to 70 per cent. Profits are 
taking less, not more, of our rising income. 

In the oil industry, for example, profits generally have been 
declining for over a year. In the last three months of 1957, 
a group of 73 oil companies surveyed by the National City 
Bank reported a profit drop of 17 per cent compared to the 
last three months of 1956. Industry operations during the early 
months of 1958 show a similar trend. 

In fact, today many people consider the current level of 
profits completely inadequate to do the job profits must do if 
business is to continue to grow. We can’t afford to have lower 
profits. 

PROFITS AND WALTER REUTHER 

Against that background, let’s look again at Mr. Reuther’s 
proposal. 

Mr. Reuther would limit auto companies to a fixed level 
of profits—a 10 per cent return on their investment, before 
taxes. Any profits above that level would be divided at year- 
end, half going to employes and car buyers, and half going 
to company executives and stockholders. 

On the surface this may seem like a fairly reasonable pro- 
posal. But is it? Let's look at how it would work out in one 
company—General Motors. 

According to a study made by U. S. News and World Re- 
port, in 1956 GM's profits were $847 million. After paying 
dividends on preferred stock, the corporation retained $281 
million for reinvestment in the business, and paid out $553 
million in dividends to common stockholders. 

If the Reuther proposal had been applied to 1956 operations, 
$310 million would have been set aside for wage bonuses 
for employes, and an equal amount for refunds to car buyers. 
These sums would amount to an average bonus of $530 for 
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each of GM's 585,000 workers and an average refund of $48 
a car for each customer. Executives presumably would draw 
the same salaries and bonuses as at present. 

These sums set aside for workers and customers would be 
regarded as a business expense, deductible from total income 
for tax purposes. As a result, the corporation would have 
paid just $584 million in income taxes in 1956 under the 
Reuther proposal, compared to the $894 million which it 
actually paid. The U. S. Government is a loser to the tune of 
$310 million. 

So actual 1956 profits would have shrunk from $847 million 
to $557 million—almost $300 million. 

Here we come to the destructive heart of the Reuther pro- 
posal. In that situation, the corporation would have had to 
do one of two things—either cut back sharply on the amount 
of money retained in the business, or cut back sharply on the 
dividends paid to stockholders. 

For example, if GM had decided to retain the same amount 
of profits in the business as it actually did—$281 million— 
then dividends to stockholders would have been slashed by 
50 per cent. If the Company had decided to pay out in divi- 
dends the entire profit to stockholders, dividends would still 
have remained below the actual 1956 level—and there would 
be nothing left for reimvestment in the business. 

Either way GM loses. 

A slash in dividends would make it increasingly difficult 
to attract new money from investors. And a sharp reduction 
in the amount of money available for investment would choke 
off expansion and modernization. 

In my opinion, that is a very shortsighted way to “share 
profits.” 

Viewed in the light of what profits really are and what they 
do, Mr. Reuther’s plan becomes a “profit-shrinking” rather 
than a “profit-sharing plan.” It is in effect a subtle way to 
engineer a wage-increase, which can only tighten today’s 
critical cost-price squeeze of which we are all acutely aware. 

Another very important effect of Mr. Reuther’s proposal, 
of which we can certainly assume he is quite aware, is this: 
if it ever became a recognized fact that unions had such a 
direct interest in profits, they would almost certainly demand 
a voice in the direct management of industry's affairs. As we 
can all appreciate, I'm sure, adding such political considera- 
tions to the dynamic and vita! procedure of making manage- 
ment decisions would bring about a chaotic condition indeed. 

I feel that the philosophical effect of profit-sharing—which 
increases employes’ sense of participation and leads to better 
morale and increased productivity—can better be gained by 
the current growing effort by business to encourage broad 
employe stock ownership. Incidentally, Sun has been working 
in that direction since 1926 through its Stock Purchase Plan, 
one of the most liberal in industry. 

In addition, that kind of effort wili help assure the con- 
tinued level of capital investment necessary «o finance in- 


' dustry’s research, modernization and expansion programs. 


PROFITS ARE NECESSARY FOR GROWTH 


Now more specifically, how is this general problem of 
shrinking profits affecting the petroleum industry? 

In the decade 1956 to 1965—according to a study made by 
the Chase Manhattan Bank—American oil companies must 
raise the staggering sum of $731 billion or consumers won't 
get all the motor fuel they need for their cars and trucks or 
enough furnace oil to keep warm in winter. 

The unavoidable fact is that it takes oil wells, tankers, 
pipe lines, refineries and many other costly facilities to bring 
a gallon of oil to the customer. And the number of gallons 
needed to satisfy the country’s expanding population and in- 
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dustry in the years ahead is an astronomical figure. 

During that time, the U. S. will consume some 40 billion 
barrels of oil. That amount is equal to 80 per cent of all the 
crude oil produced in the U. S. since the discovery of oil 97 
years ago 

U. S. oil men will have to spend $7314 billion for new 
liscoveries, new transportation facilities, new refineries and 
new distribution and marketing facilities during that period 

Where is the money coming from? 

In the past, oil companies have relied heavily on plowing 
back sufficient profits to finance adequate growth. 

A second principal source has been the amount set aside to 
cover the cost of replacing facilities that are wearing out. The 
accounting profession refers to these amounts as “charges for 
depreciation, depletion, amortization and retirements,” often 
lumped under the inclusive term “capital extinguishments.” 
But during the years ahead, the inflationary spiral will, as we 
have seen, make it increasingly difficult to meet these needs. 

So in addition to their normal burden of financing in- 
creased volume, higher quality, and the new products from 
oil, profits and borrowing may have to bear an even greater 
portion of the cost of just replacing present facilities. 

Will those funds be available when needed? That is a major 
question facing the oil industry today. 

At Sun, we hope to have available about $114 billion for 
capital investment during this next decade—assuming a big 
if, the same éf faced by other companies—if we maintain an 
equitable profit level. 


OTHER ROAD BLOCKS TO PROGRESS 

Although we are talking principally about industry in 
general, I think it might also be informative to point to two 
specific problems affecting the petroleum industry—its profits 
and its future. This slight digression will, I think, lend 
emphasis to the fact that every industry has its own peculiar 
problems, which further complicate their already complex 
profit situation. 

The first is the Federal control of natural gas producers and 
the other is the so-called voluntary oil imports plan. 

The first is the worse offender. 

As perhaps you are aware, the Supreme Court has ruled 
that the Federal Power Commission has the power to establish 
controls on the price that gas producers may charge for their 
product. Yet wells producing crude oil—which has no price 
restriction—also produce about one-third of our natural gas. 

When crude oil is refined into household and industrial fuel 
oils, it is sold in direct competition with gas. So here we have 
one product free to find its natural place in the market and its 
competitors regulated by the Government. 

Actually, however, that is just one aspect of a thoroughly 
confused situation. And I think it should be re-emphasized 
that gas production is a highly competitive business and cannot 
be conducted under the restrictions of utility controls, which 
were designed to regulate monopolies. 

It’s a topsy-turvy situation without parallel, to my know!l- 
edge, in the history of American industry. 

How does this affect profits? 

Basically, it holds gas prices below its intrinsic value and 
below prices of competing fuels. 

The profit margin on natural gas simply is not equitable 
enough to supply the capital and incentive needed to con- 
tinue the exploration and development of natural gas wells. 
Nor is it attractive enough for investors to supply the addi- 
tional money required. 

The result of this situation is already apparent. 

So far this year, exploration for new gas wells has dropped 
ll per cent—and if that trend continues the whole future 
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of the natural gas industry, which supplies economical and 
efficient fuel to more than 23 million homes in America, is in 
jeopardy. 

Also, to avoid FPC requirements, which apply only in 
interstate commerce, gas producers tend increasingly to sell 
their gas only within the state in which it’s produced. As you 
can see, that leads to shrinking supplies in non-gas produc- 
ing areas, and it seriously affects the continuance and further 
development of industry in those regions. 

From the consumer's point of view, only about 10 per cent 
of his total bill goes to the natural gas producer—so any 
change, if there were a change within the free interplay of 
market forces, would be negligible to the individual. 

Yet producers, knowing that their prices would be free to 
seek a normal level in the economy, would receive the re- 
newed incentive they need to continue the vital job of ex- 
ploring and developing more wells. And investors also would 
mark the industry as a good growth stock. 

The second problem I mentioned is the current squabble 
over imports. As you perhaps know, foreign oil has within 
the past few years steadily been supplanting domestic oil 
because of the cose advantage it offers. 

This has resulted in a sharp cutback in domestic production, 
which in turn has reduced the income of the domestic pro- 
ducers and severely limited sufficient exporation and drilling 
to keep the industry healthy. 

Consequently, the United States has become less self- 
sufficient in oil production and this has in turn created what 
many responsible people term a potential national defense 
hazard—because the foreign sources upon which we have 
come to rely could be readily cut off by enemy action. 

To counteract that situation, the Federal Government has 
promoted a so-called “voluntary” oil imports program, which 
establishes quotas for importers. Recently, “teeth” have also 
been added to the program: if a company does not comply 
with its “voluntary” quota, it cannot sell its products to the 
Government. 

Sun agrees that imports are supplanting domestic produc- 
tion and is in sympathy with the spirit of the effort to protect 
incentives for domestic producers. However, we believe the 
voluntary import plan is a step toward a cartel and in violation 
of the anti-trust laws and so we have taken a formal position 
not to become party to any such agreement. At the same time, 
Sun has, on its own, reduced the level of its imports. 

We believe the solution to this problem is a tariff, which 
would put all U. S. companies on an equal footing and take the 
Government out of the business of making the decisions as 
to how much each company should import. 

How does this problem of imports affect profits? 

Take Sun, for example. We require about 92 million barrels 
of crude oil each year to produce all the products we can sell. 
We get about 44 million barrels from our own wells—but 
by state law we can operate them only a few days a month 
in Texas and Louisiana, where most of our wells are. 

Since we are now importing at the rate of about 18 million 
barrels per year, that means to meet our obligations to our 
customers we have to buy the remainder of the crude oil we 
need—about 30 million barrels—on the open market, and at 
a much higher price than we can produce it ourselves. 

Obviously that cuts our profit margin and contributes sub- 
stantially to the cost-price squeeze currently hitting Sun and 
the industry. 

Given a financial climate in wh ich the petroleum industry is 
free to work out its own problems, we shall do our best to 
continue making available to the American people ever-in- 
creasing quantities of high quality petroleum products at low- 
est possible prices. 
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SUN’s ProFits: A CASE STUDY 

Now let's look more closely at the Sun Oil profits story, 
which is reported in detail in our Annual Report—of which 
you have souvenir copies. Perhaps this closeup, or case study, 
would be helpful in further pinpointing the function of 
profits. 

Sun, like any other enterprise, has many responsibilities 
which must be measured not only in terms of today’s pressures, 
but also against our long-range necessities. Sun's future growth, 
which we like to think is also important to the national econ- 
omy as a whole, depends directly on our profits. They are 
necessary to replace obsolete equipment, to build new research 
and refinery facilities, to give almost 25,000 shareholders an 
equitable return on their investment. 

But last year, for example, Sun’s profits dipped to 6.1 cents 
per dollar from 7.6 cents in 1956. So we had to postpone 
several projects, including drilling for new wells in about 100 
promising locations, and building a new gas plant and other 
manufacturing facilities. 

Who can estimate the loss to the general economy of such 
delays—and similar delays of other companies? 

Sun’s gross income last year was $778,719,000. Each dollar 
was used like this: 

For materials, supplies and services 

For services of Sun men and women 
« For drilling wells to find and develop crude ail 

and natural gas reserves 

Direct Federal, state and local taxes 

Wearing out of tools and facilities 6.9¢ 

Net income 6.1¢ 

As you see, profits represent just 6.1 cents of each dollar— 
a small slice of our gross income. Payments to employes, in 
comparison, were about three times as great as the profits 
earned for stockholders. 

In total, that 6.1 cents equals $47,490,000. What happened 
to it? 

First we rewarded stockholders for their support—and for 
paying for the millions of dollars worth of plants and facilities 
they provide for the Company and its employes. So 1.4 cents 


58.2¢ 
19.5¢ 


5.1¢ 
4.2¢ 
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of each gross income dollar went to stockholders in cash 
dividends. This took $10,750,000. 

The remainder of our 1957 profit—$36,740,000 or 4.7¢ 
of each gross income dollar—was retained for reinvestment 
by the Company. 

Specifically. this retained profit helped finance our oil ex- 
ploration—a very expensive risk—in Venezuela and other 
areas. 

Those profits helped finance the costly switch from a long- 
standing “one grade-one price” policy to Sun's revolutionary 
Custom-Blending Program, with which I am sure you are 
familiar. 

They made it possible to build and modernize almost 600 
service stations in our expanding marketing area—to modern- 
ize our refineries extensively—and a variety of other neces- 
sary improvements. 

So Sun’s reinvested profits paid off in more and better jobs 
for our employes. And those profits also substantially improved 
the value of the investment of Sun's shareholders. 

We like to think that those reinvested profits have also 
contributed to the general welfare and material wealth of our 
industry and of our economy. For every penny of profit Sun 
earned last year came from people and was returned to people 
—from people to people. 

And in its travels it made possible the creation of energy 
to drive millions of automobiles, trains and planes—to heat 
millions of homes—to perform thousands of other valuable 
jobs, like making the wax for the coating on milk containers, 
and even helping to make Milady’s lipstick. 

This story of profits will, I hope, emphasize how vital 
profits are to all of industry. When we look realistically at 
our industrial society let us always remember that the princi- 
pal beneficiary of profits is people. 

I've always thought it interesting that the word “profit” 
comes to us from the Latin “profectus’ meaning “progress.” 
And in America, profits have meant just that—progress— 
measured in terms of more and better jobs, new and improved 
products, and the industrial might that has made our country 
the chief defender of freedom throughout the world. 
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our generous hospitality and for your warm and cordial 

welcome—I am deeply grateful. And by way of recipro- 

city, let me assure you—right at the outset of these remarks— 

that I do not come before you today as an expert on sub- 
jects economic. 

An expert, as you know, has been defined as a man who is 

able to avoid all minor mistakes as he sweeps on to the grand 
fallacy. And judging from all the divergent and contradictory 
panaceas that are currently being offered as a cure for the 
present economic recession, it occurs to me that another 
expert with another plan of that kind—added to those which 
already afflict us—could set our business recovery back in- 
definitely. 

So for the sake of your business and mine, I shall prudently 
refrain from unveiling before you the Blough prescription for 
the care and feeding of prosperity. And instead, I should 
like—very simply—to talk of two towns . . . two towns which 
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are many thousands of miles apart, but which—in this shrink- 
ing world—are exerting an ever greater influence upon each 
other and upon the business conditions which now con- 
front us. 

And much to your surprise, no doubt, one of these towns 
is Cleveland. 

Now a lot of things have been happening in Cleveland. 
Its population has grown, its industries have been expanding, 
and fifty mew ones moved into Greater Cleveland last year. 
Thus its job opportunities have been growing too. And so 
have the many cultural advantages which it affords. In short, 
then, it is a good town in which to live, to work, to raise a 
family and to engage, generally, in the pursuit of such hap- 
piness as we are privileged to seek in this topsy-turvy world. 

The other town I have in mind is Dusseldorf, in Germany, 
and in many respects it’s a lot like Cleveland. It, too, is a great 
industrial center which has been growing rapidly in recent 
years. It is attracting new industries, providing new jobs, 
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building new schools, adding 12 to 15 thousand housing 
units per year, and enlarging still further the many cultural 
and artistic aspects of its community life. 

True, it is only about two-thirds the size of Cleveland; but 
still its transportation facilities have to handle some 380,000 
persons in the rush hour traffic; and the number of passenger 
automobiles on its streets has multiplied by 22 times in the 
past two years. And if there remains in your minds any linger- 
ing doubt as to the similarity between these two delightful 
communities, let me simply quote a sentence from Fortune 
magazine which reports that “Dusseldorf, today, is noted for its 
rich and beautiful women and for its hard-working and am- 
bitious men.” 

So we must conclude, definitely, that Dusseldorf, too, is a 
good town in which to live, to work, to raise a family and to 
engage in the pursuit of happiness! 

Now by a curious coincidence—which is by no means un- 
intentional—it happens that a major industry of both of these 
towns is steelmaking. Steel is one of Cleveland's largest single 
industries; and Dusseldorf is the center of an industrial area 
which produces 85 per cent of all the steel that is made. in 
West Germany. 

But right at this point the similarity between Dusseldorf 
and Cleveland gives way to a number of significant differences 
which provide considerable food for thought. Let’s look at a 
few of them. 

First and foremost, perhaps, is the fact of the recession. In 
Cleveland many steelworkers—together with many men and 
women from other industries—are currently unemployed; and 
the primary concern of all of us in this room here today is 
to get these people back on the job and to find markets for 
the products they once made. But in Dusseldorf, steel and other 
industries are humming along at much higher rates of oper- 
ation. There is no marked unemployment, and they are man- 
aging very well with the markets for their products. 

Next is the fact that virtually all of the market for Cleve- 
land's steel lies here in the United States. At best, only a 
minor percentage of your steel is sold in foreign markets. 
But 27 per cent of the steel that is made in the Dusseldorf 
area is exported; and these export markets for German steel 
have been growing considerably in recent years. So the pros- 
perity of Dusseldorf’s steel mills does not depend on the 
ups and downs of their domestic demand to nearly the same 
extent that yours does here in Cleveland. 

Then, too, most of the steel mills here in the Cleveland 
area are modern and highly efficient; and while it is true that 
great strides are being made in improving the Dusseldorf 
area mills, it is also true that a steelworker in Cleveland— 
using its modern, highly productive tools—can turn out more 
high quality steel with the expenditure of less time and effort 
than his German counterpart can. There is, however, another 
major difference; the weekly wage of a steelworker in Cleve- 
land is more than three times as high as the corresponding pay 
of the steelworker in Dusseldorf. So the cost of producing 
finished steel products there is substantially lower than it 
is here. 

Now what does all this mean to you in Cleveland? What 
does Dusseldorf matter to you? 

Well, let me give you just one example which concerns a 
spool of barbed wire. 

This one I am talking about is a very ordinary spool of 
barbed wire—one of the types most commonly used for fences. 
It was manufactured by our American Steel & Wire Division; 
and it was delivered to a jobber whose warehouse is right 
here in Cleveland. 

But in the jobber’s warehouse it was placed alongside 
another spool of barbed wire that had been manufactured in 
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Dusseldorf. That German wire was of exactly the same type, 
and it had come from a mill many thousands of miles away. It 
had been shipped from Dusseldorf to the sea, and across the 
ocean to New York. It had been freighted to Cleveland by 
rail, and hauled from the freight-yards to the warehouse by 
truck. Yet, delivered to that warehouse, it still cost the jobber 
$40 a ton /ess than the spool of wire we sold right here in 
Cleveland. 

Now next spring, of course, the people of Cleveland will 
celebrate the opening of the St. Lawrence Seaway, and Cleve- 
land itself will become a great inland seaport of the United 
States. 

Perhaps the people of Dusseldorf will have reason to cele- 
brate too. Their wire will no longer face the costly overland 
haul from New York to Cleveland. It can be shipped by boat 
direct to the docks on your Lake Erie Waterfront, and thus 
it can be sold here even more cheaply than it is today. 

Now it is certainly true there must be give-and-take in order 
to have international trade. It is also true that many Americans 
had jobs in the last few years because our exports of steel were 
considerably greater—primarily because of availability and 
quality—than our imports although the historic pattern is 
changing. Nevertheless had this foreign wire—some 64,000 
tons of it last year—been produced at home as much of it 
formerly was, it would have provided hundreds of thousands 
of man hours of work in the steel industry alone and kept 
coming those most important pay envelopes to the many 
American steel workers who formerly made that wire; pay 
envelopes to the tune of about 6 million dollars. 

So when a farmer comes into this city to buy wire for new 
fences, what is he going to do? He likes progress in America, 
and he is just as anxious as you and I are to buy the products 
of American industry and to support the jobs of American 
workmen. But he has his problems too, and the high cost 
of building fences is one of them. Does he buy the imported 
wire then? 

Well, a great many farmers certainly did last year—for 
while barbed wire is as American as blueberry pie . . . while 
it was first patented and manufactured right here in the 
United States, and while it is little used in Europe and in other 
countries of the world—the fact remains that more than half 
of all the barbed wire sold in America last year was imported 
from abroad. 

And barbed wire, of course, is only one small, but an im- 
portant, example of what is happening in steel—just as Cleve- 
land and Dusseldorf are merely symbols of the many steel- 
producing centers, at home and abroad, which are vying with 
each other for markets. 

Out on the West Coast, the industrious Japanese have 
bought scrap metal at premium prices, hauled it back to their 
mills in the Orient, manufactured it into finished products, 
shipped them back across the wide Pacific, and still undersold 
American producers by such substantial margins as $29 a 
ton on reinforcing bars. 

To show how serious off-shore competition has become, I 
understand cast iron soil pipe is being imported for sale at 
$100 per ton in California where the price of the domestic 
product is $175 per ton. 

And so it is with a wide variety of imported steel products 
which are rapidly moving into the American market not only 
on the West Coast, but on the Eastern Seaboard, at the 
Southeastern seaports and along the Gulf Coast as well. For the 
year 1957 total steel imports into the United States were about 
a million and a quarter tons—considerably less than we ex- 
ported but still a lot of tonnage. And let us note in passing 
that the production of 14% million tons of steel here in 
America would provide direct employment for some 11,000 
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people, and that indirectly it would provide jobs for thousands 
more than that number in supporting industries. 

So we must acknowledge the fact, I think, that what is 
happening in all of the Dusseldorfs of the world is profoundly 
affecting the welfare of the people in all of the Clevelands 
of America. But I do not wish for a moment to leave the 
impression that the steelworker is the only loser—or even 
the principal loser—of this new influx of goods from abroad. 
He isn’t. 

The same situation prevails to a greater or lesser degree 
in industries like lumber, chemicals, textiles, watches and 
many, many others. Until very recently, for example, this 
nation has been a leading exporter of automobiles, but now it 
is a net importer. I noticed a news report the other day which 
stated that Great Britain had already exported more autos in 
the first two months of this year than she did in the entire 
twelve months of last year. 

Now why is it that foreign industries can turn Out some of 
the very products that we make best and most efficiently, then 
send those products thousands of miles to our shores, and 
sell them in our markets at a price so low that we can no 
longer compete, even here at home—let alone in the far-away 
markets of other countries of the world? 

Gentlemen, nobody loves a fact man. But there are times 
when facts—like spinach and taxes—must be faced with 
fortitude, and this, I believe, is one of them. So I would like 
to lay before you today, two simple and undeniable facts— 
however uapalatable their implications may be in certain 
political circles. 

First is the fact that when an American consumer buys any 
average American product—whether it be a spool of barbed 
wire, an electric toaster, or a pair of pajamas—very little of 
the price he pays for that product is for the actual, tangible 
materials out of which it is made. 

More than three-quarters of the purchase price goes to pay 
the wages and salaries of the men and women who trans- 
formed the raw materials into the finished product, brought 
the product to the market place, and sold it to the consumer. 
In other words, what you and I are really buying when we 
spend a dollar at the store, is a few cents worth of materials 
and more than 75 cents worth of the time of some worker 
or group of workers. 

So much for fact number one. Fact number two is that in 
almost every country of the world today, the American dollar 
will buy more of a workman’s time than it will here at home. 
The same American dollar which will buy twenty minutes of 
working time here in America, will buy more than sixty 
minutes of working time in Germany, nearly as much in 
England, and considerably more than that in Japan. 

That situation, of course, is nothing new. It has prevailed 
in varying degree ever since America’s industrialization began. 
And despite this disparity in wage rates, we have been able to 
remain competitive in many markets because of what we 
call American ingenuity or “know-how” and because of capital 
investment in machinery and equipment. 

By providing the most efficient tools of production that the 
world has thus far seen—-by devising American methods of 
mass production, and by devoting billions of dollars annually 
to unending research and improvements, we have made it pos- 
sible for the American worker to produce considerably more 
in an hour's time than his foreign competitor can. And that 
kept the cost of our products competitive. 

But since the end of World War II a great change has been 
taking place. The technological revolution that began in 
America in the early part of the present century is sweeping 
across the face of the globe at a vigorous pace; and happily 
so. And American “know-how” is being exported from our 
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shores in even greater degree, I suspect, than are the products 
of our factories. 

Fine new steel plants are being built in Europe and Asia— 
some of them with American financial assistance. When 
United States Steel built its Fairless Works only a few years 
ago, it was the last word in steel-making efficiency. Today its 
counterpart can be found in Wales; and I am told that an 
equally modern—and perhaps just as efficient—plant is now 
operating in Poland. 

Moreover, much of our marvelous machinery—like the 
electrolytic tinning lines that were developed and perfected by 
United States Steel—is now being installed in European plants 
under licenses which we have readily granted to all comers. 

It can produce just as efficiently in Europe as it can in 
America; and with foreign wage rates far below the American 
level, these new machines can be installed—and these new 
steel plants can be built—at far less of a capital outlay than 
we, here at home, must make for our new and improved 
facilities. 

Beyond that, too, is the program of technical assistance 
through which American steelmakers, for example, are helping, 
under Government auspices, to train technicians from India 
and other countries. 

It is hoped that by thus exporting our American “know- 
how,” we can enhance greatly the prospects for world peace; 
and as long as there is any possible chance of progress in this 
direction, then certainly no one of us would have it otherwise. 

But meanwhile the fact remains that we are rapidly losing 
the technological margin that we have had over other nations, 
and that has thus far supported American wages at levels 
high above those prevailing elsewhere in the world. And this 
situation has been gravely complicated by the fact that nor only 
have American wage rates risen enormously in recent years, 
but that the wage costs in almost every American product 
have gone up as well. 

If an American worker gets three times as much pay as 
a German worker, but produces three times as much steel per 
hour, the direct wage costs per ton remain about the same in 
both countries and the products of the two workers are fairly 
competitive in world markets. That is obvious. 

But when the wage costs in the American product keep 
rising—as they have—farther and farther above those in the 
foreign-made product, the area in which the two can still 
compete begins to shrink alarmingly . . . first in foreign mar- 
kets, then in our own coastal markets, and finally, ever-farther 
inland from our shores. 

And as our market shrinks, so too does the number of jobs 
that remain in American industry. That is obvious also; and 
while I do not know how much of our unemployment today 
can be attributed properly to the inabilicy of American work- 
men to compete, wage-costwise, with their foreign competi- 
tors, there can be no doubt, I think, that this is a significantly 
important factor in the present business recession. 

Certainly it accounts for the growing clamor for high tariffs, 
rigid import quotas, and a general scuttling of the Trade 
Agreements program—a clamor that comes these days not 
only from a number of distressed businessmen, but equally 
loudly from a number within the ranks of American labor. 

Now while I realize that some of you here in this room 
may disagree with me profoundly on this point, I must say 
to you frankly that increased tariff protection, in my opinion, 
is not the basic answer to this problem! 

If experience can teach us anything, then certainly we have 
learned that the power to erect tariff walls or other trade 
barriers is not one in which America enjoys a monopoly. We 
can shut foreign imports out of our markets only by shutting 
our exports out of foreign markets. And if we look at markets 
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in terms of people—as we must if we are realistic about it— 
let us remember that only six per cent of the world’s popu- 
lation would be inside our tariff wall, while the other 94 per 
cent would lie outside it. And don’t forget that the raw ma- 
terials so necessary to our nation’s production may also recede 
beyond our reach. 

Nor can I see the wisdom of spending millions and millions 
of dollars to build a seaway that will transform Cleveland, 
Detroit, Chicago and other Great Lakes Cities into seaports, 
and then building tariff walls around those cities to keep their 
ports in idleness 

Presumably such a policy might—as a temporary expedient 
—restore a substantial number of workers to their jobs in 
manufacturing industries; but it would also throw out of work 
a large part of the 44% million other Americans who gain 
their living in foreign trade. So in the end, we should merely 
have exchanged one group of jobless Americans for another. 

Tariffs, then, provide no permanent solution, as I see it. 

An equally doubtful solution to our difficulties, I think, is 
to be found in the realm of direct Government subsidy. 

We know today that ships built in American shipyards at 
American wage costs can compete with foreign-built ships 
only because our Government subsidizes American construc- 
tion at the expense of all of us as taxpayers. It supports these 
high wage costs out of taxes primarily because the maintenance 
of a shipbuilding industry here is essential to the security and 
the defense of the United States. 

But many other industries are equally essential to our na- 
tional defense and security—steel, oil, chemicals, motors and 
dozens and dozens of others—and should the day ever come 
when these, too, must be subsidized by the Treasury, the re- 
sulting burden would soon bankrupt the American taxpayers. 

So it seems to me that recognizing the value of such ex- 
pedients as tariffs, quotas, subsidies, controls, freezes, and all 
of the other “ways out” sooner or later we will have to face 
up squarely to one undeniable fact: that American workmen 
today are pricing themselves out of the market; or—to put 
it even more accurately—that America, as a nation, is costing 
itself out of the market. 

There is, | believe, an inexorable law which can never be 
defied, nor escaped, for long. I won't call it an economic 
law, because—as I say—I am not an economic expert. But 
it is a fundamental law of business, and every businessman 
knows it. That law is: “Compete or die!” 

There is no other choice. Twist, turn, squirm as we may, 
in the end we are going to have to compete with our foreign 
friends or else resign ourselves to the fact that America will 
soon be on its way to losing the industrial leadership it now 
PoOSsse€sses. 

Yet if we are to be competitive—and remain competitive— 
we have today the greatest opportunity, and the greatest po- 
tential market for the products of our people, that we have 
ever had in our history. With European production, and stand- 
ards of living rising at a rapid rate, millions of Western 
Europeans are eager to buy for themselves and their families 
all the luxuries of life that have become so commonplace to 
our people here in America—the very products that we have 
so long excelled in producing. This is also true in other areas 
of the world. 

To serve these new markets, and to be able to compete with 
foreign producers, a number of American companies have 
established factories abroad where the combination of Ameri- 
can productive efficiency and low wage costs provides a solu- 
tion to at least some of their problems. Indeed I have seen 
figures recently which show that a growing number of these 
companies are shipping their foreign-made products back 
here to the American market. 


VITAL SPEECHES OF THE DAY 


And this, of course, is a logical and natural development 
dictated by the present disparity in wage costs at home and 
abroad. But carried to its ultimate extreme, it too becomes 
self-defeating; because without a job, the American workman 
has no money with which to buy anything; and there is then 
no market in America for the products of these factories 
Overseas. 

So again we come back to the one, inescapable fact that 
nobody wants to face: that the only practical way to keep 
foreign-made products from over-crowding our markets here 
at home is to compete on equal terms in quality, in price and 
in service; and that the only practical way to reach foreign 
markets successfully is to keep our costs—which means pri- 
marily our wage costs—competitive. 

And right here is where I think that the American workman 
is being misled in a big way by some of his most vocal and 
most powerful leaders. 

He is being told that his wages in recent years have mot 
kept pace with rising output per man hour—that he is entitled 
to more than he is getting, and that he can get it without in- 
creasing the wage cost in his product. 

Such statements, unfortunately, are not even within shouting 
distance of the truth, either in the steel industry or in in- 
dustry as a whole. 

The latest official reports of the United States Government 
show that during the first six years of the present decade, aver- 
age hourly earnings in all manufacturing industries as a whole 
went up more than 35 per cent; while output per man hour 
in these same industries rose less than 194 per cent. Thus 
wages have gone up more than 80 per cent faster than output’ 
per man hour in these six years alone. 

Now raising the standard of living for everyone in this 
country, by producing more of the pes | which everyone needs 
and wants is one thing. But raising the cost of producing these 
goods, so that the producer and his employees are placed at a 
competitive disadvantage, is quite another thing. And when 
those who profess to speak in the interests of the American 
working man advocate raising wage costs as a means of in- 
creasing consumer purchasing power, they are seeking to per- 
petrate what is, in my opinion, the most dangerous hoax of 
our times. 

They know that higher wage costs can be met only by higher 
prices, so in the end no increase in purchasing power results. 

Meanwhile the ability of American workmen to compete 
with their industrious counterparts abroad is further dimin- 
ished, thus shrinking the market for American products and 
diminishing the number of available American jobs. 

To me, then, the perpetrators of this hoax are labor's one- 
way philanthropists. They would take jobs away from our 
workmen here and give them to workmen abroad! And that 
kind of labor philanthropy is my idea of economic crime on 
the waterfront! 

Let me sum it up this way: 

We are all striving, as I have said, to get our people back 
on their jobs by finding markets for the products of their 
labor. The only way to find those markets is to make our 
costs competitive and to keep them that way. How then can 
this be done? 

Well if it is done, then we as businessmen must do every- 
thing in our power to maintain our technological advantage 
over foreign producers by replacing as rapidly as we can every 
obsolete and obsolescent machine, technique and facility we 
have, with new, better and more efficient methods and facilities. 
That is owr part of the job. 

Government, too, has a vital role in this task as I see it. 
If we are to maintain our technological superiority, then 
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Government must certainly re-examine some of our antiquated 
and misbegotten tax laws which discourage investment, 
penalize the productive use of wealth, and treat as taxable 
profits what is really the excess cost of replacing our worn-out 
tools and equipment. 

But despite all that we and the Government may do to 
promote our competitive position, the final decision rests 
with the American working man, and with his delegated 
leaders. For the fact remains that in the last analysis the only 
one who can fully protect the American workman is the 
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American workman himself. If he can keep wage costs from 
mounting while rising productivity brings our total costs into 
competitive balance with foreign costs, then truly J believe 
that he can expect to see the greatest era of prosperity our 
nation has ever known. 

But if, on the other hand, he permits the vast economic 
and political power that he now possesses to be used to 
force wage costs ever higher, then I am very much afraid 
that the great St. Lawrence Seaway—when it opens next year— 
will be nothing more than a one-way street . . . westbound! 


Leadership Through The Liberal Arts 


THE EXECUTIVE DEALS WITH PEOPLE, NOT ONLY WITH FIGURES AND BALANCE SHEETS 
By DR. ARTHUR E. JENSEN, Dean of Faculty, Dartmouth College, Hanover, New Hampshire 


Delivered at 50th Anniversary Celebration, Northeastern University School of Business, Boston, Massachusetts, April 26, 1958 


HE ONLY WAY an institution can grow old is to stay 

forever young. Certainly after fifty years the North- 

eastern School of Business exhibits a vitality that be- 
speaks supple arteries of thought running through its whole 
corpus. But in the life of an institution, as in that of a person, 
it is well to give formal recognition to milestones in its career. 
That is why we are assembled here: to recognize the achieve- 
ment Of the past half century and, more importantly, the 
promise of the future. 

It is my own conviction that one indication of the future 
of this institution is that this program includes the topic on 
which I have been asked to speak. Certainly fifty years ago when 
this school was born such a topic would not have been included 
in any christening ceremony. Indeed, I would venture to say 
that the concept of the liberal arts training to premote better 
business leadership is strictly a post World War II phenom- 
enon. That, at the golden anniversary of this School, this topic 
is given a conspicuous place is an indication of the pace-setting 
quality of the thinking of its administration. 

There has been a dramatic change in men’s thinking about 
the development of executive leadership. It may be that for 
many years we were on the wrong track. Certainly, during the 
early part of this century we were bemused into talking about 
the businessman, or the banker, or the lawyer, or the profes- 
sor. In any civilized society there must, of course, be a division 
of labor. In our recognition of that fact, however, we came to 
accept not only the division of labor but unfortunately also 
the division of individual men. 

Over a hundred years ago Ralph Waldo Emerson pointed 
out in a speech given just a few miles from here that one is 
not a businessman, a banker, or a lawyer, but one is a man 
who is in business, a man who runs a bank, or a man who 
practices law. Two years ago, also at Harvard, Clarence Randall, 
retired chairman of Inland Steel, said that the great discovery 
of our time was people. The man of business deals with 
people, not only with figures and balance sheets. And people 
are complete entities, not segments. 

It is interesting and I think significant that in a generation 
when corporations have become larger, when automation and 
IBM machines have seemed to take over much of the routine 
work of industry, we have witnessed two major developments 
in business. One is the growing realization of the interdepen- 
dence of our economy, and the other is that our executives 
are men first, and that their caliber as men ultimately deter- 
mines their caliber as executives. 

Particularly since World War II we have witnessed the 


growth of a new climate in American business. We have come 
increasingly to recognize that an individual business does not 
and cannot exist in isolation. As I suggested a moment ago, it 
is inevitably part of the general economic framework of the 
country and at the same time inescapably a part of the nation’s 
evolving social and cultural climate. The problems the business 
executive faces today are social and political as well as eco- 
nomic and technical. Moreover, he must be aware of and foster 
the cultural and humanistic values which our economy exists 
to serve. 


The demand for executives who can survey this new 
economy steadily, and survey it whole, and can consequently 
take part in responsible policy decisions affecting not only 
an individual business but a whole community has called 
forth a fresh approach to management development. A creative 
modern manager must have a complex of diverse qualities, 
but foremost among them is a perspective on the contem- 
porary economic and political scene and the ability to ask 
searching questions about the whole social matrix of his own 
business. Only then can he insure its long-run survival and 
growth. That ability is unfortunately rare. Even with the in- 
creasing complexity of modern business, we find too often a 
tendency among operating managers to take a short-range 
view of their decisions and to ask only the questions that 
can have definite and immediate answers. The pressures of day 
to day business are all in the direction of routine, and of cus- 
tomary ways of viewing management problems. This genera- 
tion, however, is living in a period of rapid flux and change, 
and there is an urgent need for non-routine, unconventional 
approaches if the right questions are to be asked and the right 
answers sought for. For that reason it is imperative to develop 
men of insight and understanding who can see the future 
of a business in terms not of months or years but rather 
decades. 

The kind of educated man in business that is called for 
was described very well by Harry A. Bullis, Chairman of the 
Board of General Mills, in an article in the Saturday Review in 
which he said: 

“A highly educated man has been educated at two 
levels: first, he has a practical understanding of modern 
technology, is able to foresee its developments and their 
economic and sociological impact on modern society. 
Second, he has been tutored in humanistic values. His 
knowledge of history, economics, religions, sociology, 
and psychology must be so thorough that he can evaluate 
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change in terms of continuing human progress rather 

than as a threat to human stability. 

“At the same time he must be so mentally flexible 
chat he can avoid at all times the psychic shock that too 
often comes with changes. He must be able to accept new 
techniques and precedent-destroying discoveries without 
discarding the valid experiences of the past. Rather he 
must be able to re-examine historic contributions to 
human progress and relate them to current thinking and 
technological advance. The ability constantly to reappraise 
the factors of civilization in terms of progress is the mark 
of the intellectually and emotionally mature man.” 

No man is this paragon when he graduates from college. He 
can approach this ideal only by a long and sustained program 
of self-development. But as we must know, we are all ex- 
tremely busy and we all have our human weaknesses. More- 
Over, men at certain periods of their lives need a fresh start 
toward this goal. They need a real punctuation mark in their 
careers. They need for a period of weeks to be released or to 
release themselves from the conventional routine to take stock 
by taking a long look at themselves and their business in the 
light of the changing values and changing issues in our society. 

American business has increasingly recognized this approach 
to executive development. As a result, there has grown up in 
this country a wide variety of programs, conferences, and 
courses for business leaders. They have had one common pur- 
pose: to make the executive an abler person on his job and 
more valuable to his company, and at the same time a man 
who, when promoted to a policy-making position, has a 


greater breadth of view and a sounder perspective than he 
would otherwise have. 

It has been a new idea and it is understandable that the 
approaches taken by different companies to fulfill its purpose 


have been various. Some have emphasized little more than tech- 
nical training. Some have combined technical training with 
work in liberal arts, some have been almost wholly liberal arts, 
and one or two have stressed personality development, aiming 
to furnish the executive a better understanding of himself and 
his own purposes. After some forward steps business finds 
itself in a period of uncertainty. What is the best path to the 
end on which most of us are agreed? 

This morning at this anniversary celebration, when we are 
looking backward but particularly forwara, I should like to 
outline for you my own approach to this problem. 

The purpose of management development is, I think I have 
made clear, not the training of skills. We have to make a 
sharp distinction between the concept of training and that of 
management development. Training has for its purpose the 
reproduction of its own image. It is the means by which an 
accepted pattern of behavior is transferred from one individual 
to another. Education, on the other hand, has for its purpose 
the giving to the individual a larger capacity for a creative 
relationship to his life and work. It induces men to re-examine 
the premises and judgments they had come to accept, and to 
gain fresh perspectives and insights that will make for more 
creative work and life. It aims to free men from patterns of 
behavior. 

The point I want to make is that training, while it may 
pay short-run dividends, is comparatively useless in preparing 
the man who will be influential in making policy decisions in 
a period of rapid social and economic change. It could even 
be harmful in that it might inhibit in him the creation of 
horizons beyond the immediate day to day decisions that have 
to be made. A program for executive development in the 
latter half of this century must concern itself with larger 
issues than technical training. Before we determine what they 
are or should be, let us be a little more precise about our goals. 


VITAL SPEECHES OF THE DAY 


Who is the effective executive, the man for whom every 
company is looking? We can be reasonably sure that he is not 
of that species that has been given so much publicity lately: 
the organization man. The organization man is completely loyal 
to his company; he is usually fairly intelligent. Then why does 
he not have the requirements of a good manager? To begin 
with, he is too often an affable cog, a man who has rubbed off 
his own corners until he is indeed the well-rounded man—with 
a very short radius. He fears uniqueness, individuality. He 
fears the responsibility and loneliness of real decision. He is 
fairly easy to live with. He is not really to be as easily con- 
demned as has become fashionable. After all, the real fulfill- 
ment of many an individual is to become part of a larger 
unit, to be able to merge the self in a larger whole. It is the 
ultimate value of this larger whole that gives the measure of 
the organization man, and usually he falls short. There is 
really nothing wrong with a man who conforms. He may still 
be using his full abilities. The real tragedy comes when he 
does not know he is conforming, when he does so without 
making a conscious choice. 

At the other end of the spectrum from the organization 
man we may place the complete individualist, the maverick. 
His discrete individuality is very precious to him, and rightly 
so. Out of his urge to safeguard his own personality he refuses 
to commit himself to either his business or his profession. He 
really dreads the thought of becoming a team player. Because 
he does not submit himself to team play, the maverick is of 
limited use to any large organization, although I must add 
hastily that he is sometimes its only articulate, and consequently 
very useful, conscience. 

The modern corporation is perhaps not so receptive to the 
maverick as it should be. It is probably too receptive to the 
organization man. 

But neither is the successful executive. The man who can 
serve his individual business best and, I submit, also serve 
society, is neither the organization man nor the maverick. 
Like the organization man he has the quality of loyalty to 
his company and willingness to subordinate at least part of 
himself for the good of the business. Like the maverick he 
insists on saving a large and precious of his own in- 
dividuality for himself. He is a man in business, not a mere 
businessman. His fertile creativity comes to a large extent from 
the tension that exists within him between himself as a private 
individual and himself as a company man. He is both, and in 
struggling to realize two goals he not only acquires a fresh 
perspective on both but he is able to see both himself and 
his company as part of an even larger whole. 

The aim of management development through liberal arts 
is to create and to capitalize on that fertile tension. When a 
man has 2 richer understanding of himself and his relationship 
to the world about him, his judgments are surer and wiser. A 
program for executive development based on the liberal arts 
will have for its purpose the development of the man, rather 
than the manager. It will aim to extend intellectual horizons, 
deepen understanding, and quicken insights. The faith of 
those of us who have been working in this area of the develop- 
ment of leadership in business has been steadily strengthened 
by experience. We are convinced that if we stinrulate the man 
we make him a more valuable executive. Furthermore, that 
stimulation can last, because it whets the appetite for more. 

Let us take a man in his 30's or 40’s who is looking forward 
to steady promotion in his company. He has been about 
fifteen or twenty years st of college, and a good many of his 
fine resolutions for continued self-development have been lost 
in the rush of day to day living. He reads his paper, or selected 
parts of it, a magazine or two, and sometimes a book. He needs 
to be refueled intellectually before he goes into a position 
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of business leadership. That is where further training in liberal 
arts comes in. 

Moreover, it comes at the right time. The mature man 
exposed to fresh facts and ideas can immediately square them 
with his own experience, not merely with his previous reading. 
The new ideas are much more meaningful and more im- 
mediately relevant to him than they are to the college student. 
At this stage of a man’s career the right sort of exposure to 
liberal arts really takes hold. 

The selection of areas of study in such a program should 
be determined by its broad purposes. These three purposes are: 
1. To broaden interests and extend habits of inquiry 

and reflection; 

2. To sharpen awareness of the social, political, and 
economic climate of today and the role of the business 
man in it; 

3. To stimulate the executive to undertake a sustained 
program of self-development. 

By what sort of specific program can such aims be realized? 

It was with those objectives that several educational institu- 
tions have been sponsoring conferences for executives. These 
conferences have been of various lengths but have usually 
been for eight weeks. Some are four weeks, and one extends 
for nine months. Aims as far-reaching as these certainly can’t 
be achieved in a week-end retreat. The executive must be 
released long enough from his daily tensions to regenerate 
his perspectives on values in the modern world. If he is to 
make his way to a new equilibrium with the tensions that are 
inevitably his, he must have a decent interval in which to do it. 
At Williams College, where the American Telephone and Tele- 
graph Company has sent a group for two summers, the pro- 
gram has been based on issues in American history. At Dart- 
mouth College, where for a period of eight weeks we have 
also had Bell executives as well as executives from savings 


banks, we have tried to build a program around the great issues 
of our time. The men sent to us took three basic courses. The 
first was Religion, Science and Man, which explored the dra- 
matic changes that have been forced on men’s religious and 
philosophic thinking by a century of scientific achievement. 


The second was The Individual and the State, which considered 
the relations of individual men, and such organized groups as 
business corporations, to a state which is assuming a larger and 
larger role in individual lives. The third course for one summer 
was Traditional and Modern Values, in which we examined 
the values of various civilizations of the past and compared 
them with those of the present. For the most recent summer 
stead of this last course we substituted one called The In- 
dividual and Society m Literature, which had the same purpose 
but used a different approach. We had other lectures, designed 
to open windows in various directions. We also had the men 
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engage in a practical study of modern journalism by having 
them read, over a period of time, several diverse newspapers 
and magazines in order that they might form comparative 
judgments. 

I outline this program as an example, not as a model. There 
is no one path to the goals I have outlined. We found this 
approach extremely effective. Other approaches might be even 
better. They all point to the liberally educated man. That term 
comes, as you realize, from the Latin /ébertas meaning free. 
The Romans gave training to their servants, but the liberated 
or free man was worthy of an education that would give him 
the understanding and insights that would enable him to re- 
main free, both politically and, more importantly, intellectually, 
and thus better serve the state. 

In our civilizaion we are fighting for the survival of freedom. 
Both because of self-interest and national interest, we as 
businessmen and as citizens have to make sure we are able 
to take the larger view and the longer view. American business 
seems to be responding to that challenge. They are beginning 
to insure that their executives remain intellectually alive, that 
they are men before they are managers. The day of the anti- 
intellectual, the man with a mucker pose of contempt for 
what he calls the eggheads, is over although there remain a 
few who do not yet recognize that fact. 

We are coming into a period in which both business 
decisions and individual decisions have to be made in a 
matrix of increasing complexity. It will also be a period of 
greatly increased leisure. That leisure that our economy creates 
can, if properly used, serve to nourish the economy still further 
by developing the new executive who is first of all a broad- 
gauge man. 

Some years ago when the philosopher Bergson was an old 
man, he felt himself too feeble to attend a philosophic meeting. 
He was then asked to send a message, which would sum up 
his years of study of the human scene and give younger men 
some guide. He wrote only this: “Think as men of action; 
act as men of thought.” For too long we have separated the 
doer and the thinker. One of the significant facts of our 
generation is that the man of thought and the man of action 
are increasingly one. To help achieve that synthesis in their 
executives, American business is calling on liberal arts colleges 
for assistance. Out of a reawakened realization of what the 
colleges can do in this field has come increased support to 
them from business. In our generation we have seen how the 
American college and American business can join their 
strengths to the great advantage of each and to the benefit 
of society. 

Today we salute the Northeastern School of Business which 
includes goals we have been discussing. We congratulate you 
on what you have already done. Your future looks bright. 


The Russian Race for Knowledge 


DIFFERENT GOALS AND ASPIRATIONS MAKE COMPARISON IMPOSSIBLE 


By LAWRENCE G. DERTHICK, United States Commissioner 0f Education, Department of Health, Education and Welfare, 
Washington, D. C. 


Delivered at the National Press Club, Washington, D. C., Jume 13, 1958 


RESIDENT HORNER, members of the Press Club, and 
guests, we have just returned from a month-long study 
of the schools in the U. S. S. R. 

What we have seen has amazed us in one outstanding 
particular: we were simply not prepared for the degree to 
which the U. S. S. R., as a nation, is committed to education 
as a means of national advancement. Everywhere we went we 


saw indication after indication of what we could only conclude 
amounted to a total commitment to education. Our major 
reaction therefore is one of astonishment—and I choose the 
word carefully—at the extent to which this seems to have 
been accomplished. For what it is worth, 10 American educa- 
tors came away sobered by what they saw. 

Here are some of the evidences of this total Soviet com- 
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mitment to education: 

Classes are of reasonable size. 

Teachers are chosen on a highly selective basis—we saw no 
indication of any shortage. 

Foreign languages are widely taught. 

The educational process extends after school hours and 
during the summer under professional direction. 

Teachers and principals have an abundance of staff assist- 
ance: curriculum experts, doctors, nurses, laboratory assistants, 
and so forth 

School money is available to do the job. We were told 
repeatedly, “A child can be born healthy but he cannot be born 
educated.” 

Responsibility for the conduct and achievement of their 
children rests with the parents, who participate regularly in 
school affairs. 

These factors insure vigor and quality in any school system, 
whether in a communistic society or a democracy. 

This, of course, is a preliminary report. Our team of 10 
has covered so much ground in such a short time we have 
not yet completed the detailed analysis necessary for careful 
judgments in a number of areas. As soon as possible we 
plan to publish a comprehensive report—part of the continu- 
ing study of Russian education to which many other groups 
will contribute. 

Our hosts were most cooperative. Minister of Education 
Afanasenko, at our very first meeting, smilingly referred to 
the closed curtains in his office, saying, “This is only for the 
benefit of the movie cameras. You will find no Iron Curtain 
about our schools.” 

This prediction was confirmed. We were impressed by the 
apparent interest of the Russians in the cultural exchange 
with the United States. In theaters and on the streets, as well 
as in the schools and on campuses, we were greeted with great 
interest, reflecting Russian curiosity about things American. 
In Leningrad, for example, we saw lines that, we were told, 
had waited all night long to buy tickets to the Philadelphia 
Symphony. 

Despite our limited time we were anxious to obtain a cross 
section v'cw and asked for a schedule that turned out to be 
exceedingly strenuous, even with a chartered airplane and night 
travel of nearly 7,000 miles around the Soviet Union, in 
addition to our studies in the Moscow area which itself in- 
volves a school system comparable in size and complexity 
to that of Chicago, III. 

We were in some areas seldom, if ever, visited by Americans 
since the war. We visited in the Tartar Republic at Kazan; 
Sverdlovsk, the Pittsburgh of Russia, in the Urals and Siberia; 
Alma Ata and Tashkent in Kazakstan; and Uzbekistan down 
close to the borders of China and Afghanistan. Then we 
traveled to Sochi on the Black Sea, to Minsk in Byelorussia, 
to Leningrad and back to Moscow for the final work. We saw 
schools in operation from the nursery through the university 
and their extensive program of complementary educational 
activities. The delegation visited two collective farms, saw 
industrial operations and toured museums and galleries as a 
part of the total U. S. S. R. educational endeavor. 

In Leningrad we saw a typical example of the Soviet drive 
for knowledge. Here 70,000 men and women in full-time jobs 
are on double shifts—but the second shift is spent as full-time 
students in regularly established schools operating day and 
night to fit their jobs. From this and other observations it 
seems clear that for hundreds of thousands of working youth 
and adults education has not ended; not only do they have an 
opportunity to finish secondary school, but also a great propor- 
tion continue right on through the higher institutions of 
learning. And then other tens of thousands take the popular 
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correspondence courses. 

As I mentioned earlier, we saw no evidence of any teacher 
shortage. Teacher workloads and other working conditions 
are advantageous. Teacher prestige is high; salaries are at the 
levels of those of doctors and engineers, in fact, a fully trained 
doctor and nurse are regular members of each school staff; 
only the best are chosen to teach—1 out of 6 who apply. 

We saw scientific research establishments with trained 
staff running into the thousands, and with excellent plants and 
equipment. We saw, of course, the skyscraper university in 
Moscow with its lavish appointments and its ultramodern 
equipment. We noted the expansion of universities every- 
where, and at the other end of the scale we were impressed 
by the quantity and number of child-care centers and kinder- 
gartens. 

The importance of science in Soviet education is a matter 
which is unquestioned. Biology, chemistry, physics, and as- 
tronomy are required of every pupil regardless of his in- 
dividual interests or aspirations. 

The Minister of Education for the largest Soviet Republic 
told us that plans were under way to introduce greater variety 
into their curriculum. The emphasis upon a uniform academic 
curriculum weighted heavily with mathematics and science 
is being modified somewhat, in favor of the polytechnic courses 
and industrial practice. The contemplated program will add 
an 11th year, and decrease slightly the number of lessons in 
mathematics, science, and the humanities. All pupils in grades 
9, 10 and 11 will be required to spend 3 days in school and 
3 days in agricultural and industrial work experience outside 
the school. 

Incidentally, we were interested to note that driver training 
is being included as a part of the practical course work in 
the secondary school, and this in a country where one must 
wait at least a year for his automobile. 

The avowed goal of the planned changes is to increase the 
numbers of skilled workers immediately upon graduation, also 
to insure the conditioning of every child to production work. 

We witnessed an education-centered economy—planned, 
and developing in stages, with the emphasis upon the collective 
rather than the individual needs of the people. While the 
Soviet system imposes uniformity, the Soviet education adjusts 
itself to meet changing conditions. Developmental programs 
are encouraged in limited numbers by the Ministry of Educa- 
tion as fart of the process in a planned economy and a planned 
culture. 

Our delegation was critical of the stereotyped concepts of 
culture and esthetics which we encountered and the lack of 
emphasis upon individual expression and creativeness. When 
we probed for explanations we were told, “The Soviet people 
believe in reality, science and the laws of nature.” 

At every turn in our travels we were struck by the emphasis 
and attention paid to the study of languages in the schools. 
This is one of the areas of experimentation. For example, 
during the school year just completed, 17 schools began foreign 
language instruction in the second grade. Eight of these 
schools are referred to as English schools, 7 as German, and 2 
as French. Instruction in literature, history, and geography 
classes is also carried on in the second language beginning in 
the fifth grade. 

The stated aim of these experimental schools is “to have 
pupils graduating from the secondary school who will have a 
free command of the language, and who will not have to go 
to special foreign-language institutes.” It may also be of 
interest to know that approximately 45 per cent of the 10-year 
school pupils are studying English, 35 per cent German, and 
20 per cent French. We were also informed by the Minister 
of Education that efforts are being made to increase the 
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emphasis on conversational competence. 

Direct comparisons of the quality of education in two 
countries as different in goals and aspirations as the United 
States and the Soviet Union are difficult, if not impossible. 
Soviet teaching methods and content are designed to insure 
that every pupil passes. In an attempt to accomplish this, 
extra teaching services are provided with individual tutoring, 
incentives and awards, and restriction of student privileges. 

Examination procedures are confined to those elements in 
which the pupils have been repeatedly drilled. Little, if any, 
attention is given questions involving the application of 
knowledge to new situations. Teachers evaluate each individual 
lesson and daily recitation. Low marks on examinations or 
lessons are usually considered a reflection upon the teacher 
rather than the pupil. 

Clearly, much more study and research are necessary before 
a fair evaluation could be made of the effectiveness of these 
procedures. The best products of Soviet schools are undoubt- 
edly very good. However, we are inclined to think that the 
enormous effort made to advance slow learners in highly 
academic subjects tends to restrict opportunities for many able 
students. 

Everywhere in Russia there were evidences not only of 
passionate love of country, but a burning desire to surpass the 
United States in education, in production, in standard of 
living, in world trade—and in athletics. The slogan we saw 
most in posters, films, and everywhere was “Reach and Over- 
reach America.” We did not find among children and teachers 
any evidence that this fierce sense of competition was other 
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than of peaceful intent. In education the spirit is a race for 
knowledge, for supremacy in a way of life and in world 
leadership. The Russian attitude is, as one Soviet official told 
us, “We believe in a planned society, you in individual initia- 
tive. Let time tell.” They are convinced that time is on their 
side and they can win world supremacy through education and 
hard work. 

This conviction is basic to all of their efforts and all of 
their plans for the future. Education is paramount. It is a kind 
of grand passion—this conviction that children, schools, and 
hard work will win them their place in the sun, and on the 
moon. 

We are today in competition with a nation of vast resources, 
a people of seemingly unbounded enthusiasm for self-develop- 
ment, and fired with conviction that future supremacy belongs 
to those with the best-trained minds, those who will work hard 
and sacrifice. 

The American people look to their system of education for 
infinitely more than the means of political and economic 
advancement. Our schools must always preserve the intangible 
values of our free society. 

Speaking for 10 American educators who have had a unique 
opportunity to study Soviet schools, let me say that our 
confidence in the educational system of the United States, as 
reflected in our better schools, has been strengthened by this 
experience. On the other hand, our concern for our weaker 
and neglected schools has been deepened. We come back con- 
vinced that we cannot, as a nation, afford to disregard the 
challenge imposed upon us by the Russian race for knowledge. 
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IRST, I should like to express thanks to Dean English 

and his staff for the unusual opportunities they have 

offered two wayward Chicagoans to talk about science 
reporting as they see it. In this country, the University of 
Missouri offers the best journalism forum in which to go 
“critical”—as the atomic scientists say—on the urgent need 
for educating the editers on science reporting. 

A considerable amount of newsprint at $135 per ton has 
been used recently to tell the American public something is 
wrong with their kindergarcens, elementary and high schools 
and universities. Unfortunately, though, very little has been 
said about the need to educate our opinion leaders for the 
heavy responsibilities so suddenly thrust upon them in this 
fast-moving age of the atom and space exploration. And, 
among these opinion leaders, newspaper editors certainly 
occupy a most prominent position. 

Whether they like it or not, American newspapermen are 
the front-line educators on everyday contemporary affairs in 
our society—the men who are asked to provide the vital 
data the citizens of the world’s leading nation need for the 
important decisions facing them. 

The American “Parliament of Science”, convened recently 
in Washington, observed: “The American public is disturbed, 
worried and confused. We thought we were well in the lead, 
scientifically and technologically. Now, all of a sudden; this 
comfortable assumption is challenged. We are ‘behind’. It 
isn’t clear just what this statement means, or whether the 
serious versions of its possible meanings are in fact true. But 
there is no denying the general concern, and the almost frantic 


determination to ‘do something about it.’” 

Too many people—even some professional educators— 
think that education takes place only in the formal halls of 
learning, surrounded by marble and ivy. I would like to submit 
that newsmen are the real living-room teachers for the adults 
who vote in this democracy. The professional educators some- 
how never got around to barring newsmen from teaching 
because, after all, the average journalist does not have 16 hours 
of academic credit for education courses. But, nevertheless, 
newsmen have played, and are playing, increasingly important 
roles in informing and advising Americans through their news 
stories, editorials and columns on varied subjects across the 
gamut of life—from Ann Landers’ newsprint psycho-analysis 
to Walter Lippman’s box-score on the state department. 
Parenthetically, I should like to note that there still is not a 
COast-to-coast commentator in this country on science and 
public affairs. But that day will come soon, I hope. 

In this quick-tempered period, we must demand that the 
quality of reporting and editorial opinion—especially on 
science—be of the highest order. This quality is needed be- 
cause intelligent citizens need it to meet their new responsi- 
bilities. 

And what are some of these responsibilities? 

1) In the years ahead, Americans will be asked to spend 
greater and greater percentages of their gross national product, 
directly and indirectly, for research and development. How can 
they make wise choices of the available options if they do 
mot get accurate, objective information on what is being 
offered? 
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2) In the halls of Congress, only a very few men have an 
understanding of the complex problems of basic research— 
its financial needs and future. They are being asked to appro- 
priate millions to scientific efforts and must accept the judg- 
ment of experts on their value. How shall these judgments 
be evaluated? 

Incidentally, it was quite heartening to note recently that 
the Joint Committee on Atomic Energy sponsored extended 
hearings on the promises of basic research. Strangely, these 
hearings received little space in the newspapers. 

It is relatively easy for a Congressman to vote on whether 
a new bridge should be built across River X at Point Y, but 
how is he to know whether $150,000,000 requested by some 
obscure physicists for a new particle accelerator is in the na- 
tional interest? Here it is that intelligent reporting of science 
is needed to make certain that public decisions in this area 
are wisely made. Everyone talks about taxes these days. Today, 
we debate how much to spend on foreign aid programs. To- 
morrow, the Great Debate in Congress might well center 
about spending for science. To me, the debate over foreign 
aid seems to be much simpler to define than any possible dis- 
cuss‘on Over whether we are spending too much or too little 
for solid state physics or new element chemistry. Intelligent 
science reporting and editing can prepare us for these debates. 

3) Which space projects shall get public support? Should 
the Army’s be favored, or the Navy's or the Air Force's? 
Are emotions and traditions to be the main factors in our 
decisions on this question or will hard facts? 

These are just three of the problems that face our country. 
The public needs information—solid and hard information— 
on which to base its research and development decisions. Even 
when it has acquired this information, it may be unable to 
make decisions in some vital areas because of the complexity 
of the problem. Therefore, the public also will need hard and 
solid information about the men to whom it is entrusting its 
future in space and the atom. Are these men broad-gauged 
enough to carry the burden or will they seek to represent 
special-interest groups? 

So, these, indeed are difficult days—and they could become 
even more difficult—for scientists and science reporters. A 
Russian satellite soars into the sky and suddenly Americans 
turn their eyes onto the nation’s scientists. Simultaneously, 
tough city editors—who only a few years ago had police re- 
porters for their “favorite sons’—demand “all you can give 
me on that rocket story” from their science reporters. 

The newspaper reader becomes dizzy, not at watching 
Sputniks or Explorers, but in trying to evaluate all the claims 
and counter-claims served up to him as “news” by equally- 
confused news editors. The offerings of the staff science 
writer suddenly move from page sixteen to page one. To steal 
a word from the sociologists, he finds himself “accepted”. 

Yet, has the American public been offered the information it 
needs and deserves in this new space race? One word seems to 
stick in the international lexicon. It is “Sputnik”. Offered to 
Americans, in the name of objective reporting, are phonetic 
but non-informative names such as “Regulus,” “Snark,” “Nike,” 
“Explorer,” “Atlas,” “Vanguard,” and many others. For copy- 
readers, these are good headline words. The reader? He is 
baffled more and more about the rocketeers’ claims over which 
missile has power-steering, power-brakes, power windows, 
lucite paint? Who knows! If Americans are to decide intelli- 
gently in which of these missiles to invest hard-earned tax 
dollars, they must get better space-age reporting. Reporters 
must dig—and dig, travel and travel, read and read—anot only 
from American sources but also from foreign experts. 

There has been considerable talk by newspaper editors about 
the need for “freedom of information”. Many government 
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agencies have been criticized—some justly, some very unjustly 
—for allegedly not providing adequate amounts of information 
to the press. I certainly am in favor of the doctrine of “freedom 
of information,” as should be any American. 

However, many editors are ambivalent on this subject. They 
urge greater “freedom of information” by federal departments 
and agencies one day; the next day, they order their editorial 
writers to demand sharp reductions in the number of people 
working on public information activities within these same 
departments and agencies. “Press agents” or “payrollers,” these 
hard-working men and women are called. 

Yet, the truth of the matter seems to be that many major 
newspapers—and most magazines—in the United States could 
not be published today without the assistance of some public 
relations people—those in private industry, on university 
staffs or in government. Economy-conscious publishers simply 
would not or could not spend the money needed to cover all 
the areas in which these public relations people assist them. 

Public information specialists can play important roles in 
our society. Big government, just like big business, must be 
interpreted to its people. I do not mean here to imply in any 
way that public information men and women working for 
publicly-financed agencies should serve as lobbyists for their 
particular agency. Their basic mission should to tell the 
truth, not to dilute it. In some rare cases, government public 
information people have been prostituted, but I dare say that, 
comparatively, these cases are the exception rather than the 
rule. 

Even as vital as public information people might be in pub- 
lic affairs, they cannot and must not be asked to carry the 
entire burden of informing the people. Newsmen must never 
abandon this mission to public information people in a 
democratic society. 

As a public information man, I would like to submit that I 
am getting a little bit tired of “spoon-feeding” newspaper 
people, doing all their work for them. More editors should 
insist that their men get out on the street and “dig.” In this 
age of electronics, editors permit their newsmen to depend too 
much on the mailman, teletype machines, telephone, radio and 
even television to cover news for them. Instead, reporters 
should use their legs and their heads. In this connection, I 
would like to note that only two or three men are assigned 
full-time by U. S. newspapers or wire service to cover atomic 
energy. Atomic energy certainly offers plenty of possible story 
subjects. To mame a few: Fall-out, power reactors, cancer 
therapy, irradiated food, bomb tests, etc., and even the possibil- 
ity of using the atom to thrust us imto space. 

Yet, as far as I can learn, American editors have assigned 
only one daily newspaper reporter and possibly one wire serv- 
ice reporter to cover atomic energy on a full-time basis in this 
country. In addition, there is a handful of such reporters repre- 
senting a few highly specialized atomic energy trade magazines 
and business papers. But they do not write for the man in the 
street on whom this democracy depends so much for its sup- 
port. The fact is that the people do not have more than two 
“auditors” from the American daily press representing them 
24 hours a day on the vital subject of atomic energy. 

In its April 5 issue, the critical Saturday Review said: 
“Without journalists a Republic would be as helpless as a 
hospital without ae And the good journalist takes the 
accuracy and honor of his work as seriously as the good surgeon 
does his. Yet since the end of World War II the journalist has 
practiced his craft with increasing difficulty. Bureaucracy, op- 
erating behind thick, self-protective hedges, has grown to 
stupefying dimensions; perhaps the most important functions 
of the government operate behind a second, even thicker hedge 
of ‘security classification.” 
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Then came an attack on the public information effort of the 
atomic energy program in the United States. I have done some 
checking on the facts in this area and learned that since 
July 1, 1953—in less than 5 years—the Atomic Energy Com- 
mission has declassified 69,512 items of information. I do not 
mean to imply that each item of information would provide 
a newsworthy story, but certainly there must have been some 
background information of value included in this pile of data. 

I am told that this is probably the most thorough peace- 
time declassification project ever undertaken in any country in 
the world. To accomplish this elimination of “secret” stamps 
on nearly 70,000 items, the Atomic Energy Commission has 
sponsored two “crash” declassification programs. Each “crash” 
program lasted three to four months. In addition, the Atomic 
Energy Commission has issued 23 semi-annual reports to Con- 
gress and thousands of press releases. These public reports to 
Congress generally run more than 400 pages and cover progress 
in such areas as radioisotopes, power reactors, international co- 
operation, physical research, etc. Weapons tests, weapons fa- 
cilities, biology and medicine activities also are detailed in 
these reports. 

The AEC also sponsors a technical book publishing program 
which pulls together in coherent form much of this declassified 
information. These books comprise much of the available 
atomic energy technical knowledge available in the world 
today. 

I will admit that the weapons data is rather limited, but 
this is for reasons of national security. But though it is limited, 
this weapons information in its totality is more than has ever 
been released by any other country in the world—free or 
slave. These reports are available to the public and any news- 
paperman can get them by writing the Government Printing 
Office, Washington 25, D. C. 

In all the world today, the United States has provided the 
most knowledge—on an unclassified basis—about atomic en- 
ergy. It is the only country which has opened even its weapons 
tests to newsmen from both the United States and foreign 
countries. Thousands of newsmen, both foreign and domestic, 
have been permitted to visit atomic energy installations in this 
country. 

In the international conferences, such as that scheduled*to 
take place this year at Geneva, Switzerland, the U. S. always 
has played a leading role in sharing “Atoms for Peace” in- 
formation. 

But back to my basic point today—the education of the 
newspaper editor toward more and better science reporting. It 
is not enough to train and hire better science reporters. News 
editors, editorial writers and managing editors must under- 
stand the importance of the complex stories the science re- 
porter brings in. They must learn that, in the long run, some 
science stories are Of greater import to the man on the street 
than the page one tale about the clandestine shooting of a 
blond in a West Side love nest. They must learn, too, that 
science reporters often cannot make predictions. They cannot 
promise “cancer cures”. The science ‘reporter must deal in ob- 
jective, accurate reporting of what is new in medicine, space, 
atomic energy, chemistry, physics, metallurgy, mathematics and 
other important areas of science. 

Probably the most urgent requirement is for science re- 
porters to be able to communicate—to explain through simple 
analogies, and in simple terms to the layman, just what 
scientists are doing in their laboratories and why taxpayers 
should or shouldn’t support them. Science news cannot be 
regarded only as news promising a “fight” or a “forecast”. 
Actually some of the best mystery stories that I know are 
those detective yarns about work accomplished in quiet 
laboratories. Certainly, the discovery of Salk vaccine to con- 
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quer polio is a first-rate detective story in which man defeated 
a killer. It isn’t as simple to tell, though, as the story of the 
capture of two masked bank robbers. It takes sophistication 
and knowledge and hard work to get the facts on the science 
story. 

And, I would suggest, too, that science news will sell news- 
papers just as it has sold books and magazines. It is good 
business—as well as good citizenship—for editors to give good 
play to science stories. 

The fastest way to educate American people on the chal- 
lenges of the atomic and space ages is through their 3,000-odd 
newspapers—their dailies and weeklies. 

That is why I am urging that we spend time, money and 
effort to inform the editors of this new responsibility. Let us 
grant the assumption that there is something wrong with the 
American formal educational system. Even so, there will be 
a cultural lag of about 10-15 years before the effects of any 
real changes will have their impact on our society. That 
would mean that children entering kindergarten today 
probably won't benefit academically from the current dis- 
cussions. Democracies move slowly in changing such basic 
things as their educational environment. So, it seems possible 
that this debate will continue for some time. Newspapers and 
their editors can move faster. I hope they will break Mach 1 
in this field soon. 

In the last few post-Sputnik months, two national founda- 
tions have made grants to Columbia University to speed the 
training of science reporters. Certainly, this is a step in the 
right direction on the uncharted map of the space age. But 
we also must make certain that the editors—the men who 
will handle the copy turned out by these science writers after 
they have left Columbia—will know science fiction from 
science fact. I would urge that some foundation set up a 
seminar for the education of editors in science. Science re- 
porting must be served as a steady newspaper diet. 

It must be much more than a series on heart ailments in 
the wake of President Eisenhower's coronary, or a series on 
cancer therapy prompted because a close friend of an editor 
is dying from this killer, or some hastily-written pieces done 
by a general rewrite man on space research two days after the 
Russians launched Sputnik. 

In this age of specialization, editors should ask themselves 
what makes a good science reporter—a curious person who 
wants to know why and how. You will find that most scientists 
are cooperative, although they frequently are not versed in 
communication. So, the science reporter becomes the link 
between the scientists and the public. 

I believe America’s science reporters are education-conscious 
and, most generally speaking, they are an intelligent, indus- 
trious group. Our next step must be to make their jobs easier 
by getting them as much acceptance in the city room as the 
city hall reporter or the man assigned to police headquarters. 

Good science reporters must be diggers. They cannot be 
chairborne like the salesman who becomes an order-taker only 
because of economic prosperity. There must be some of the 
“hard-sell” philosophy in science reporters so that they don’t 
fall for phoney stories for science, just like business, has its 
share of confidence men. 

I hope that the recession, certainly a temporary phenomenon, 
will not displace science news on America’s front pages for 
too long. Inflation and unemployment certainly are threats, 
but science offers a promising hope for us to keep ahead of 
man’s major enemies. 

So, in a sentence, what this country needs more than a good 
five-cent cigar today is—a regiment of aggressive, accurate 
and articulate science reporters who are well-paid and well- 
regarded by their editors. 





